Best’s Life Insurance News 


A Journal Devoted to the Protection of Insurance Buyers 


President, Alfred M. Best. 
Treasurer, Robert Van Iderstine. 
Secretary, H. H. Johnston. 


Published Monthly by 
BEST REPORTING COMPANY 
100 William Street, NEW YORK 


Single Copies, 10 Cents 
Annual Subscription, $1.00 





NEW YORK, DECEMBER 31, 1907. 








INDEX OF INSTITUTIONS 


PORTED UPON IN THIS ISSUE | 


HH 


a Index of reports in this and all previous issues of 
"this volume will be found in this issue, preceding the 
ising pages. 


Company. Page. 
aham Lincoln Mutual Life, Philadelphia, Pa........... 27 
Golonial Life Association, Boston, Mass..............s++:. 28 

| Golorado National Life, Denver, Colo...................0+. 28 
— Mutual Life, Hartford, Conn................. 28 
Conservative i i ee ee ecee tea 28 
~ Conservative Mutual Life Ins. Co. of Amer., Portland, Ore..: 
oe i Ne Te. tcc coepeneccessedeccecavecesaes 29 
4y t National Life Assurance Society, Walla Walla, Wash..3 
. Girard Mutual Life, Philadelphia, Pa 30 
_ Grand Fraternity, Philadelphia, Pa : 31 
i Valley Life, St. Louis, 31 
Mutual Benefit Life, Newark, N. J. 31 
= ee a a, Se a 


0m nal Protective Legion, Waverly, N. 33 
- Nortnern Assurance Co. of Michigan, Detroit, Mich 3 
' Penn Mutual Life, Philadelphia, Pa 33 
: i Pitisdeiphia Life, Philadelphia, Pa 34 | 


Pioneer Life Association of America, Davenport, Ia 35 
Provident Annuity Life Association, Bloomington, 35 
rs - Provident Savings Life Assur. Society of N. Y., 
. _ ‘Red Cross Protective Society, Reading, 
ey ited Commercial Travelers of Amer., Columbus, Ohio. ..37 
J estern Life Indemnity, Chicago, Ill 








We accept no advertisements from 
insurance institutions of any char- 
acter, for this, or any other of our 
publications. 

















Editorial Section. 





New York..35 | 
Pa 36 
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a ASUBSTANTIAL BINDER IN WHICH ISSUES OF “BEST’S 
_ INSURANCE NEWS” MAY BE SAFELY PRESERVED FOR 
INSTANT REFERENCE. WILL LAST A LIFE TIME. 


_ ALFRED M. BEST COMPANY, 


Incorporated 


ILLIAM STREET, NEW YORK. 





A HAPPY AND PROSPEROUS NEW YEAR 
TO EVERYBODY! 





THE UNITED STATES AS A LIFE INSUR- 
ANCE COMPANY. 


Representative David A. De Armond, of Mis- 
souri, introduced in Congress early in December 
a joint resolution “proposing an amendment to 
the Constitution to authorize the United States to 
insure the lives of citiens thereof,’ by adding the 
following: 

“The Congress shall have power to provide 
for the insurance by the United States of the 
lives of citizens thereof.” 

This course is taken because it is believed that 
w:thout a constitutional amendment the United 
States have not the power to provide for life in- 
surance by the Government. 

This plan has been tried with considerable suc- 
cess in New Zealand, but, in our opinion, the time 
is not ripe for any such enterprise to be undertaken 
in this country, if, indeed, it ever will be. 





IMPORTANT ITEMS IN THIS ISSUE. 


Elsewhere in this issue will be found consider- 
able information regarding the attitude of the va- 
rious Insurance Departments upon the question of 
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valuing insurance companies’ securities as a basis 
for the statements as of December 31, 1907. The 
probability is that most of the companies will be 
fermitted to value their assets at the average 
[tices prevailing throughout the whole of 1907. 
Some interesting information will also be found 
on this issue concerning the Mutual Reserve Life 
‘Tusurance Company and the Provident Savings 
‘Life Assurance Society. Nothing very definite has 
been done by the Insurance Departments regard- 
ing either of these companies, but it would appear 


that action cannot be long deferred. 
/ 





Before our next issue makes its appearance, the 
statements of the life insurance companies as of 
December 31, 1907, will have begun to reach us, 
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and much interesting statistical matter will be 
available. We shall be indebted if subcribers wil] 
write us, suggesting just what statistics they con- 
sider most valuable to field workers, and particu- 
larly those statistics which are not already 
available. We are here to furnish to our sub- 
scribers just what they want, and what is of the 
ereatest benefit to them in their business, and we 
sliall be glad to comply with any reasonable re- 
quests for statistics covering the operations of the 
companies during 1907. 





Elsewhere herein we present a list of the com- 
panies which we have heard from to date, indicat- 
ing whether or not they will remain in Wiscon- 
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sin. 
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LIST OF COMPANIES WHICH WILL OR WILL 
NOT REMAIN IN WISCONSIN AFTER 
JANUARY 1, 1908. 

Aetna Life Insurance Company, Hartford, Conn., ad- 
vised us under date of December 13, that it expects to 

continue. 

Central Life Assurance Society of the United States, 
Des Moines, Ia., on December 19 stated that it is plan- 
ning to remain, “and unless there are some difficulties 
which do not appear at the present time, we will remain 
in Wisconsin. This company will adopt the standard 
policies after January Ist, and our business will be 
placed upon the non-participating plan.” 

Columbian National Life Insurance Company, Boston, 
Mass., advised us December 18, 1907, that it has the 
matter under consideration, but is not ready to announce 
its decision at this time. 

Connecticut Mutual Life Insurance Company, Hart- 
ford, Conn. In a recent announcement to the Wisconsin 
policyholders, President Taylor explained the causes 
of the retirement of the company from the State. He 
stated in part: “We have, therefore, but one safe and 
prudent course to pursue in the protection. of the in- 
terest of our members as a whole, in the conduct of 
our corporate affairs in what has proved to be the right 
way, and that is, withdrawal from the State.” 

Equitable Life Assurance Society of the United States, 
New York. In a letter to its policyholders dated De- 
cember 16, 1907, the company states that it will cease 
the transaction of new business in Wisconsin as of De- 
cember 31, 1907. Every effort will be made by the com- 
pany to protect its Wisconsin policyholders from an- 
noyance and inconvenience. 

Fidelity Mutual Life Insurance Company, Philadel- 
phia- Pa. In a letter from the company of December 
18, it stated that it intends to continue provided it can 
meet the requirements of the law, “and from our in- 
vestigation of the subject, we think that we can do it.” 

Germania Life Insurance Company, New York. has 
concluded not to transact any new business, and has 
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arranged for the collection of premiums from its policy- 
holders in that State through banks. The company 
sent a letter under date of December I! to all its 
policyholders, giving its reasons for withdrawing. In 
this letter the company notified its policyholders to 
write to the home office of the company with the same 
freedom as they would to a representative in Wiscon- 
sin, if any information is desired. 

Home Life Insurance Company, New York. Under 
date of December 18, company advised us that it will 
withdraw, and has reluctantly notified the Insurance 
Commissioner that it will not apply for a renewal of 
its license. 

Manhattan Life Insurance Company, New York. Com- 
pany sent a letter to its policyholders under date of De- 
cember 12, announcing the withdrawal. 

Massachusetts Mutual Life Insurance Company, 
Springfield, Mass. Intends to withdraw. Sent a cir- 
cular letter to Wisconsin policyholders under date of 
December 14. The inteersts of its present policyhold- 
ers in Wisconsin will be looked after carefully. 

Metropolitan Life Insurance Company, New York. In 
a letter dated December 19th, company stated that it is 
not its intention to withdraw. 

Michigan Mutual Life Insurance Company, Detroit, 
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Mich. On December 19, company stated that it wily 


withdraw. 

Minnesota Mutual Life Insurance Company, St. Paul, 
Minn. On December 24, advised us as follows: “At 
the present time the officers of the Minnesota Mutual 
Life Insurance Company have not been able to so in- 
terpret the recent legislation in Wisconsin as to make 
it wise, or even safe, for it to attempt to transact busi- 
ness in that State until the enactments have had judicial 
interpretation.” 

Mutual Benefit Life Insurance Company, Newark, N. 
J. Announced in a letter to its policyholders on Decem- 
ber 1, 1907, that it would terminate its agencies in the 
State of Wisconsin, and cease to do new business 
therein. 


The letter States in part that the policyholders 


December 31, 1907, — 
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interests will be better conserved by the company’s with- 
drawing from the State than by remaining in it. 
Mutual Life Insurance Company of New York, New 

York. Sent its policyholders a circular letter under date 

of December 16, 1907, in which it announced “that it 

will close its managing offices and agencies in that 

State” on Dec. 31, 1907, and will cease writing new busi- 

ness therein from that date. “No right* or privilege 

guaranteed by their policies will be in the slightest de- 
giee disturbed, and every request and inquiry made by 
them will receive immediate attention.” 

National Life Insurance Company, Montpelier, Vt. 

In a letter from the company datead December 18, 1907, 

it stated that “the matter of remaining in Wisconsin 
. is yet under consideration.” 
ew England Mutual Life Insurance Company, Bos- 
ton, Mass. Under date of December 18, 1907, the com- 
pany stated that it had that day sent to its general 
agents for Wisconsin, a supply of the new form appli- 
cations, specimen policies and agent’s rates and value 
books which will be used on and after January 1 next. 
It also sent the special statement of dividend apportion- 
ment for 1908 required by the Wisconsin law, for poli- 
cies upon which premiums are due in the month of 
January. 

New York Life Insurance Company, New York. Ad- 
vised us December 18 that it expects to remain in Wis- 
consin and to transact new business after the first of 
January, 1908. It stated that “under the interpretation 
which we have from the Attorney General of the State 
of Wisconsin on certain doubtful points, we believe we 
can remain without injury.” 

Penn Mutual Life Insurance Company, Philadelphia, 
Pa. In a letter to the Insurance Commissioner of Wis- 
consin dated December 13, the company notified the 
Department of its withdrawal from Wisconsin Decem- 
ber 31, 1907, prior to which date it will suspend its 
agencies, remove its officers and arrange for the main- 
tenance of old business in Wisconsin at some point be- 
yond its jurisdiction, probably at Rockford, Ill. The 
company also sent a letter to its policyholders under 
date of December 11 in which it announced its decision. 

Phoenix Mutual Life Insurance Company, Hartford, 
Conn. Recently issued a circular letter to its Wiscon- 
sin policyholders in which it stated in part that it can- 
not conscientiously run the risk of incurring penalties 
under laws of doubtful meaning, or comply with re- 
quirements not in accord with its methods. The com- 
will withdraw and will be represented at Mil- 
@iukee by James S. Norris. The interests of the policy- 
holders will not be affected by the withdrawal of the 
company. 

Prudential Insurance Company of America, Newark, 
N. J. Sent us on December 20, a copy of an announce- 
ment made on that date as to its attitude; has decided to 
continue its business in Wisconsin after mature con- 
sideration of every phase of the situation. The com- 
pany feels that the interests of the policyholders out- 
weigh the hardships and disadvantages that will be 
encountered in endeavoring to comply with the new and 
complicated legal requirements. 

Reliance Life Insurance Company, Pittsburgh, Pa. 
Advised us December 19 that it is not the inten- 
tion of the company to do business in Wisconsin after 











January 1, 1908. It has never established a profitable 
agency in that territory, and it has so far been unable to 
get a clear interpretation of the laws that have been 
enacted. 

Security Life Insurance Company of America, Chi- 
cago, Ill. In a letter dated December 18, the company 
advised us that it would not ask for a renewal of its 
Wisconsin license for the year 1908. 

Security Mutual Life Insurance Company, Bingham- 
ton, N. Y. Company stated in a letter dated December 
18, “while we have not definitely decided to withdraw, 
we shall in all probability do so.” 

Union Central Life Insurance Company, Cincinnati, O. 
Advised us December 21, that it will file no statement 
the first of the coming year in Wisconsin. Under date 
of December 17, it sent a letter to its Wisconsin policy- 
holders in which it stated that, “It is a matter of keen 
regret that your Legislature has passed such laws as 
to make it impracticable for the Union Central to con- 
tinue to do business in the State.” 

United Annuity and Life Insurance Company, Chi- 
cago, Ill. Advised us December 18 that it expects to 
remain in Wisconsin after January 1, 1908. 





VALUATION OF SECURITIES. 





Action of the State Officials. 

Last month we commented upon a resolution adopted 
at an informal meeting of representatives of several In- 
surance Departments held in this city Thursday, No- 
vember 2Ist, to consider measures of relief for the life 
and fire insurance companies because of the extraor- 
dinary decline in quotations for investment securities. 
Later we asked each Insurance Department to state 
its position on this very important. question. Nearly 
all have responded, and for the information of sub- 
scribers, we present below, as briefly as possible, the 
statements made to us by the diffe1sat insurance of- 
ficials. 

The position of the life insurance companies in this 


matter is very different from that of the fire 
insurance companies. The latter may be called 
upon at any moment to pay enormous losses 
sustained in a_ single conflagration, and _ in 


order to do this, they must dispose of investments. It 
therefore follows that the true security behind a fire in- 
surance policy is the market value of the securities held. 
Life insurance companies, on the other hand, are so 
situated that only under most extraordinary conditions 
could they suffer from a demand for loans or cash sur- 
render values corresponding to a run on a bank or a 
demand for the payment of unexpectedly incurred con- 
flagration losses by a fire insurance company. Under 
these conditions, the value of the security as an invest- 
ment, measured by its earning power and the security 
behind it, is the real test, irrespective of market fluctu- 
ations. We feel, therefore, that the Insurance Depart- 
mnts have more right to be lenient in the matter otf 
security values with the life insurance companies than 
with the fire insurance companies, and it would ap- 
pear that the laws of the various States upon this ques- 
tion are sufficiently liberal in most cases to allow ths 
Insurance Departments considerable discretion. 

The meeting of Insurance Commissioners held at 
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Louisville on December 18th was attended by representa- 
tives of Insurance Departments of Illinois, lowa, Mary- 
land, Missouri, New York and Ohio, and the sense of 
the meeting seemed to be that the securities should be 
valued by averaging the quotations at the beginning of 
each month during the year, rather than by the quota- 
tions prevailing on December 31, 1907. The rule is to 
be: Add the quotations of Jan. 2nd, Feb. Ist, etc., to 
and including Dec. Ist and 31st and divide by 13. 

It will be noted from a perusal of the statements 
made to us by various insurance officials, and printed 
below, that there appears to be little likelihood of any 
unanimous action, and this will doubtless result in con- 
siderable confusion, and will furnish an opportunity to 
company managers desirous of bolstering up other- 
wise weak statements. 


ARIZONA: Will “allow the companies to value 
their securities at the quotations prevailing before the 
extraordinary decline. Has taken no definite action, 
however.” 


ARKANSAS: Does not believe panic quotations 
should be used, but believes it would be unfair to the 
insuring public to use December 31, 1906, figures. En- 
dorses attitude of Massachusetts Department which is 
to allow as liberal values as conditions will warrant, re- 
jecting, as without justification, the proposition to use 
‘the values of 1906. 


COLORADO: “While this Department favors the 
valuation of bonds by the amortization plan and of 
stocks by market quotations of sales or bids averaged 
for thirty days prior to the date of report, it does not 
insist that this plan be used in the coming annual state- 
ments. In the present emergency, and to avoid con- 
fusion, this Department will accept valuations of se- 
curities for the 1907 report as approved by the Insur- 
ance Department of the home State of each company. 
Each report to this Department should be accompanied 
by a certificate of the home Insurance Department, in- 
dicating the valuation method used and its approval 
of same.” 

CONNECTICUT: “Will be as liberal in this matter 


as the laws of Connecticut wil allow’; no definite ac- 
tion taken, when it is, will write to us. 


DELAWARE: Nothing definite, will aid the com- 


panies “to arrive at a just valuation.” 

DISTRICT OF COLUMBIA: Will announce deci- 
sion later. 

FLORIDA: “We will have to follow our statutes 
precisely.” 

GEORGIA: “It seems to me that an average of 


quotations covering a reasonable period would be prob- 
ably the best and most equitable method of valuations 
for this year’s statements.” The following notice will 
be sent to insurance companies: 

“All insurance companies rendering annual statements 
to this Department must give market value of assets 
as of December 31, 1907. Companies, however, may if 


they so desire attach to their statements schedules of 
their securities based on a different standard from that 
required by the Georgia statute, for information only, 
and which will be given due consideration.” 





rar 
IDAHO: No definite action. 


ILLINOIS: The attitude of the Department is that 
t “does not consider the present market value the true 
worth of securities, that they are sub-normal valyes— 
that the true worth would be values obtaining under 
normal financial conditions—that it is the duty primarily 
of the companies to determine these values and for the 
department td pass upon them, and that in such deter. 
mination the companies should be conservative.” 


IOWA: 
KENTUCKY: Commissioner Prewitt offered the 
resolutions printed by us last month on pages It and2 
LOUISIANA: “Will follow the conclusions reached 


by the executive committee of the Insurance Commig 
sioner’s Convention.” Tv 


No definite determination. 


MAINE: 
1906, “reserving, however, 
information.” 

MARYLAND: “Will advise the companies that they 
will not be required to use present market quotations; 
will accept those of December 31, 1906.” 


MICHIGAN: Commissioner Barry voted for the 
resolutions printed by us last month. No definite action; 
“No desire to embarrass companies that are in reality 
slovent when the maturity value of their securities is 
taken into consideration.” 


MISSISSIPPI: The present commissioner retires 
from office January 20, 1908. Believes his successor 
“will adopt the usual practice of the Department 
accepting the certificate of the Insurance Department of 
the Home State of the Company Securities of 
Home companies will be valued by competent appraisers 
selected by the new Commissioner.” 


Will accept valuations of December 31, 
the right to require further 


MISSOURI: “Has taken no definite action 
for the reason that no tight and fast rule can 
be adopted. I think as a general proposition, it would 


be fair to take an average between the high water mark 
of 1906, and the low water mark of the present. And 
still, this might, perhaps in some instances, be subject 
to modification I should not be willing to say 
in advance that the figures of 1906, should be accepted 
now when in many instances, it is quite certain that 
those figures cannot be realized again.” 


MONTANA: Will be guided by the decision reached 
at the meeting at Louisville, on December 18th. 

NEW MEXICO: Will accept valuations approved 
department of home State. 

NEW YORK: Will issue a circular defining its post 
tion; not ready on Dec. 28. 

NORTH DAKOTA: “At the present time, we are il- 
clined to take the position that the companies should 
value their securities with reference to the market value 
on December 31, 1906, and that for the purpose of deciding 
solvency, that the securities might be valued with 
reference to the dividend earning capacity where held 
for investment only.” 

OHIO: No decision. 


OREGON: “Inclined to accept the valuations pac 
thereon by the Commissioners of their Home State.” 
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PENNSYLVANIA: Will accept valuations passed | Prudential Ins. Co. New England Mutual. 


for the year 1906. 

RHODE ISLAND: “We are disposed to accept the 
statements of all companies upon the basis of a fair 
yaluation without regard to the present market quota- 
tions affecting them, reserving, however, the mght to 
change such valuations as may be made by the respective 
companies which to us may seem unjustified.” 

TENNESSEE: “I shall not require companies to 
confine themselves to market quotations as of Decem- 
ber 31, 1907, in the valuation of their securities in their 
forthcoming reports. Further than this, I do not feel 
justified in saying at the present time.” 

TEXAS: “It is impossible for us to conceive how 
this Department can well accept anything but the mar- 
ket value of the securities as of December 31, 1907, as 

“Mur laws are not in anywise flexible as regards this sub- 


ect.” 
UTAH: Endorses the resolutions printed by us last 
month. The Commissioner adds, “Of course it is ex- 


pected that the Insurance Commissioner of the State 
will carefully compare the market quotations with those 
of 1906, and this Department is willing to accept such 
yalues as are accepted by the Home Commissioner of 
the several insurance companies.” 


VERMONT: “We have decided not to value as of 
December 31, 1906.” 

VIRGINIA: Will accept December 31, 1906, values. 

WASHINGTON: Will accept December 31, 1906 
values. 

WEST VIRGINIA: “This Department has no iron- 
clad rule. We are inclined to accept the values made 


by the Home Departments of the various companies. 
As a matter of course, we will reserve the right to 
satisfy ourselves that no advantage is being taken of 
our leniency in this matter.” 


WISCONSIN: No definite action. 
WYOMING: Will accept December 31, 1906 valua- 
tions. ° 





MEETING OF THE ASSOCIATION OF LIFE IN- 
-SURANCE PRESIDENTS. 

An important meeting of the above Association was 
held at the Hotel Belmont, this city, on December 7th 
and 8th. The principal questions considered were the 
valuation of securities held by life insurance companies 
and the effect of the New Wisconsin laws. Bcoth sub- 
jects are treated by us elsewhere in this issue. . 

The Association includes the presidents of a number 

se eyetamp companies; and many other prominent and 
servatively managed companies are not represented. 

A good idea of the scope, and also the limitations, of the 

Association may be derived from ihe following lists: 

Prominent companies which 
are not members. 

Berkshire Life. 

Columbian National. 

Connecticut General. 

Connecticut Mutual. 

John Hancock. 

Manhattan Life. 

Massachusetts Mutual. 

Mutual Benefit. 

National Life, Montpelier. 





Members of the Association. 
Aetna Life, Hartford. 

Des Moines Life. 
Equitable Life. 

Fidelity Mutual Life. 
Germania Life, New York. 
Home Life, New York. 
Metropolitan Life. 

- Mutual Life. 

York Life. 





Security Mutual Life, Northwestern, Milwaukee. 
Binghamton. Penn Mutual. 

Travelers Insurance Com- Phoenix Mutual. 
pany, Hartford. Provident Life & Trust. 


Union Central Life. 
United States Life. 
Volunteer State Life. 

Ex-President Grover Cleveland presided, and the In- 
surance Commissioners of a number of States were pres- 
ent. Addresses were made by many men prominent in 
life insurance circles. Darwin P. Kingsley, president of 
the New York Life, condemned that portion of the 
Armstrong Law which limits the amount of new busi- 
ness that may be written by insurance companies. It 
will be remembered that the limit is fixed at $150,000,- 
000 in a given year—a limit which has rarely been ex- 
ceeded by any company, though the New York Life has 
done so. Mr. Kingsley’s address was very earnest and 
interesting. His speech, and others, made it clear that 
a fight for important modifications of the Armstrong 
Laws would be made during the pending session of the 
Legislature of this State. 

Paul Morton, president of the Equitable, said that he 
was conviriced that “market value” was an entirely wrong 
basis for valuing bonds held by life insurance companies. 

President John Tatlock, of the Washington Life, read 
a valuable paper on “The Proper Method of Valua- 
tion of Fixed Term Securities Owned by Life Insurance 
Companies.” He stated that no specific instruction to 
value the bonds held by life insurance companies at 
current quotations exists in the law of any State, so 
far as he could ascertain. There are statutes, however, 
which indirectly bear upon this question. These he 
discussed. He said: 

“Section 103 of the New York Insurance Law and 
Section 1o1 of the Insurance Law of Massachusetts re- 
quire that statements of the market values of bonds, 
as well as of the market values of other assets, shall 
be furnished as a part of the annual statements of life 
insurance companies. They do not require that bonds, 
as assets shall be entered in the balance sheet at market 
values.” 

He referred to an opinion rendered by the Attorney- 
General of New York State to the Superintendent of 
Insurance on July 17, 1907, in which the Attorney-Gen- 
eral said: 

“It is not prescribed in said Section, nor elsewhc-> 
in any statute of this State, that the Superintendent of 
Insurance shall appraise the securities enumerated in 
such annual statements at the market value prevailing 
on any specified day.” 

The opinion went on to say that: 

“It would be entirely proper for you to adopt and 
observe your own rules (the Insurance Commissioner’s) 
in relation thereto, so long as they are fair and reason- 
able.” 

Two days later, July 19, 1907, the Attorney-General 
wrote again to the Superintendent of Insurance, quoting 
Section 20 of the Banking Law of the State of New 
York. Mr. Tatlock says: 

“Reinforced by that Section, the Honorable, the At- 
torney-General, writes that ‘the value of the stock 
investments shall be the estimated market value.’ ” 


State Mutual, WorceSter. 
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Mr. Tatlock continued: 

“It appears, therefore, from the foregoing that the 
practice of adopting market values on December 3ist, 
rests upon no other ground than that of long-established 
custom and precedent.” 

“Criticism and the expression of disapproval of an 
existing order is rarely justified unless followed by the 
enunciation of a remedy.” 

He then suggested: 

“That the method of valuing bonds by computing their 
present value on the basis of the effective or actual rate 
of interest, if held to maturity, which is determined by 
the prices at which they were originally purchased, meets 
in a satisfactory manner all the conditions of the prob- 
lem.” 

President George E. Ide, of the Home Life, condemned 
the Armstrong legislation wholesale. The subject of 
his address was “The Distribution of Surplus to Policy- 
holders as Affected by the Insurance Laws of the State 
of New York.” In the course of a discussion of this 
matter he condemned very strongly the limitation of 
the amount of surplus which may be retained by life in- 
surance companies, claiming that this section should be 
“immediately repealed in toto.” Mr. Ide may be right 
on this particular point, but the fact remains .that those 
companies which were piling up huge surplus accumula- 
tions have, since the Armstrong investigation, paid very 
much better dividends to policyholders than _pre- 
viously, instead of abnormally increasing the surplus 
item. Mr. Ide thought that “There can be no wise 
legislation on this subject (the distribution of divi- 
dends) except of the most general character.” 

He further maintains that the “Specific and detailed 
legislation which is forced on all companies alike by the 
present New York law has reduced insurance manage- 
ment to a dull, uninteresting level of mediocrity, des- 
tructive to growth and fatal to the application of intel- 
ligent thought.” 

There are a great many life insurance men who are 


not prepared to agree with this, though doubtless the | 


lives of the officers of some of the companies are a 
trifle less interesting now than they were before the Arm- 
strong invstigation. In those cases, however, the heart- 
less policyholder will have no sympathy for the state of 
boredom into which these “intellectual giants” have been 
plunged. (Paris papers please copy.) 

Mr. Ide’s idea is that the necessity for distributing 
dividends annually will prove an irrestible temptation 
to insurance managers to pay dividends that are not 
earned, in order to keep up with the procession; which 
immediately suggests the thought that any management 
capable of such dishonesty needs to be hedged about by 
even stricter laws than those framed by the Armstrong 
Committee. Think what they might do without any 
restraint! Mr. Ide himself says: 

“The actual effect of extravagance in dividend pay- 
ments has been felt of late in some English and Scotch 
companies, and it is already realized in Great Britain 
that large dividends, as a result of keen competition, 
may do an irreparable injury to the companies.” 

This argument is something of a boomerang, for the 
English laws are notoriously framed along just the lines 
which Mr. Ide advocates, viz., that of giving to the 
managements of the companies the greatest possible 








a 
amount of discretion. Mr. Ide thinks that the Gain ang 
Loss Exhibit is of little value because the laymen cag. 
not understand it. This is true, but trained insurangee 
men can, and they can and do explain its workings and 
its meaning to the laymen with whom they come in cop. 
tact. , 

Finally, Mr. Ide said: 

“T believe that ghe distribution should not be compul- 
sory each year, but that it should be left to the manage. 
ment to make their distribution at regular intervals which 
they may select, not, however, to exceed five years,” 

Mr. Ide then pointed out some of the difficulties of 
computing the dividends payable in the early months 
of the year, and made an excellent point in referring to 
the increasing burden of taxation imposed upon the 
companies by the various States. It is his idea, which 
is perfectly sound and reasonable, that the policyholde 
of those States which tax the companies to an undue 
extent should have those taxes deducted from their 
dividend distributions. He points out that it clearly is 
not fair to make the policyholder in a State where taxa- 
tion is reasonable pay in the form of decreased dividends 
for the unreasonable taxation in some other State. 

Referring, as did Mr. Kingsley, to the limitation of the 
amount of new business which a company may write, 
Mr. Ide said; 

“How can a life insurance president map out any 
scheme of virile and healthy progression when at every 
turn he finds himself confronted by barriers which de- 
stroy all individuality of thought and originality of plan? 
Life insurance to-day is like an automatic slot machine, 
requiring no management and no brains.” 

As a matter of fact, the Home Life, which is one of 
the best of the smaller companies, had in force at the 
end of forty-six years of work a volume of insurance 
amounting to less than 60 per cent. of the amount which 
may be written by a single company as new business in 
a single year under the Armstrong Laws. We are com- 
pelled to believe that Mr. Ide is unduly pessimistic, 
though, of course, it stands to reason that in so great 
a volume of legislation as that which followed the Arm- 
strong investigation there must be errors,. which time 
will show clearly. 

Press reports say that Mr. Ide’s speech was frequently 
interrupted by bursts of applause. 

President Frederick Frelinghuysen, of the Mutual 
Benefit Life Insurance Company, could not be present. 
He had been requested to deliver an address on “Recent 
Wisconsin Legislation.” Regarding this question he said, 
in a letter to the Chairman: 

“It would appear that the laws are unworkable a € f 
unwise, and may be violated even unwittingly and the 
penalties prescribed incurred. The Commissioner and 
the Attorney-General seem unable to construe them, but 
if they did, their construction would not annul the laws. 
As we all know, only the courts of law can do that.” 

A very able brief, prepared by Mr. E. E. Rhodes, 
was read, in which the inconsistencies and ambiguities 
of several of the new laws were clearly brought out. 
The penalties prescribed are severe. Mr. Rhodes said: 

“Chapter 483 provides that ‘Any corporation violating 
any of the provisions of the laws of this State relating 
to insurance shall, where no other penalty is prescribed, . 
be punished by a fine of not more than five thousand 
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and dollars, and any person violating any of the provisions | their discretion and endeavor to ascertain the “real 
Call of the laws of this State relating to insurance shall, | values” not fictitiously depressed nor fictitious inflated 
ince where no other penalty is prescribed, be punished by a| values .. .” 
and fne of not more than one thousand dollars, or by im- The following officers were re-elected for the ensuing 
‘On- prisonment in the County jail not exceeding one year, | year: 

or by both such fine and imprisonment,” . Grover Cleveland, chairman and counsel; Robert Lynn 

We regret that lack of space prevents our reprinting this | Cox, attorney and secretary. Executive committee—Gro- 

pul- lucid and comprehensive brief. A review of it would be | ver Cleveland, Thomas A. Buckner, Sylvester C. Dun- 
ige- of little value. ; ham, Haley Fisks, L. G. Fouse, George E. Ide, Paul 
Lich Reau E. Folk, Insurance Commissioner of Tennes- | Morton and Charles A. Peabody. 


} of ance Commissioners, made an address upon the proper 
ths method of valuing securities. He pointed out that the 
3 to resolutions adopted by the Insurance Commissioners, 


the who met in this city last month (see our November is- 


Lich sue, pages I and 2), did not favor permitting the com- 
le panies to value their securities at the prices prevailing 





° see, and president of the National Convention of Insur- 


|e &. 








OPINIONS UPON OUR SERVICE. 
From Puritan Life Insurance Company, Providence, 


“We are very much pleased with your publications 
which we received secently, and find them a source 
of much valuable information.” 











due on December 31, 1906. The commissioners simply stated | From B. M. Hutchins, District Agent, Continental Cas- 
leir that in their opinion those quotations were a better in- ualty Company, Fort Wayne, Ind.: 
pis dication of the real value of the securities than those “I believe that you have the best service of any 
Xa- now prevailing, and resolved that they would not require insurance report which I have had in my offiee. It 
nds the companies to value their assets at the present quota- seems to be the most complete and accurate, and 

tions. In other words, the Commissioners will use that is just what I want.” 
the 
‘ite. e e e 

Reports Upon Companies and Associations. 

any Ae 
pis ABRAHAM LINCOLN MUTUAL LIFE | tion of the legality of the two methods, | stocks showing amounts paid on dif- 
de- INSURANCE COMPANY, PHILA- | and the principle of offering stock in| ferent large companies in dividends, in- 
an? DELPHIA, PA. conjunction with the insurance is not cluding stock dividends declared. 
ine, In our September, 1907, issue, we printed | impugned at all.’’ The company advised us in its letter 


an article upon this company. Since this 
time, we have had some correspondence 
of with the company regarding its method 











the employed in selling stock to policyholders. 
nce On December 2nd, we interrogated the 
ich company regarding its stock selling plan, 
. and in its answer dated December 4th, 
in it referred to the point brought out by 
m- the Attorney-General in a recent opinion, 
tic, to the effect that unless the option on 
eat shares given by a company is incorpor- 
ated in the policy, it is illegal. In this 
‘m- opinion, the Attorney-General called at- 
me tention to the provision in the Act of 
Assembly of May 7, 1889, prohibiting the 
tly offering of ‘“‘any .valuable consideration 
or inducement whatever not specified in 
the policy contract of insurance.’’ The 
ual opinion further states, “The right to 
nt. purchase the shares of stock at a speci- 
ent fied figure is something capable of pe- 
: cuniary measurment, and offering said 
uid, stock option would, therefore, seem to 
the offering of valuable consideration 
] € 4 an inducement to take out a policy 
the '  f insurance in this particular company, 
d which valuable consideration or induce- 
in ment is not specified in the policy it- 
ut self.” 
ws. The company claims that the opinion 
was given to the Insurance Commissioner 
in response to a letter written by the 
es, latter calling attention to the practice of 
1es & company other than the Abraham Lin- 
ut. con. The company further _ states, 
id: “While we had not been incorporating 
a the stock option in the policy, we have 
g n0 objection whatever to so doing, and 
ng upon receipt of the Attorney-General’s 
ed, . opinion we immediately modified our 
nd Policy so as to contain the necessary op- 


tion. It is, as we view it, merely a ques- 








On December 7th, we requested the 
company to send us a copy of any esti- 
mates of profits on stock used by its 
agents as an inducement to persons to 
insure. We called the company’s at- 
tention to the fact that in this direction 
abuses have crept into the system of 
selling stock to policyholders. The com- 
pany replied on December 12th, and it 
sent us a pamphlet that was circulated 
by people with whom the company hada 
general agency contract until a little 
over a month ago. The company stated 
in part as follows: 

“By reason of the fact that our Board 
of Directors is scattered fairly well over 
the State, we have heretofore been able 
to keep well in touch with our policy- 
holders and know if any unwarranted 
statements have been made we would 
have Knowledge of them. 

“As a company, we are not holding out 
any promise of exorbitant profits on our 
stock. Our argument is that offering 
stock to policyholders in our company 
at the time of re-organization as a stock 
company will fit very well into our plan 
of issuing non-participating policies ex- 
clusively as there would be no question 
of dividends on the insurance. We al- 
ways point out that the stock and sur- 
plus of the company will be a guarantee 
for the rates and values and if the rates 


are more than sufficient to cover 
the cost of insurance and ex- 
penses of the company, any excess 


will be credited to the stockholders as 
compensation for their guarantee on the 
rates and values.”’ 

The pamphlet referred to above, which 
was used by the general agency, present- 
ed a number of statistics on life insurance 





of December 12th, that in the near 
future it intends to prepare some ad- 
vertising literature bearing on the stock 
selling part of its business. It stated 
that the management “are very much 
opposed to distributing or permitting the 
agents to distribute any estimates of 
profits which are in the least misleading.”’ 
Up to the present writing we have not 
received the advertising literature men- 
tioned. 

On December 16th, the company sent 
us copy of a letter received from the 
Insurance Commissioner of Pennsylvania, 
dated December 12, 1907. We quote this 
letter in full. 

“‘Abraham Lincoln Mutual Life Ins. Co., 

“Philadelphia, Pa. 

“Gentlemen: 

‘“‘The stock option contained in the policy 
of your company as submitted to this 
Department is in accord with the 
opinion of the Attorney-General of De- 
cember 4th, 1907, in which he held that 
the privilege of selling stock in con- 
nection with policies of insurance was 
not illegal where clearly expressed in 
the policy contract. The language ex- 
pressing the granting of this privilege 
in your policy contract is a _ sufficient 
compliance with the law and you are 
advised that you are clearly within your 
right under the law in issuing these poli- 
cies. ‘Respectfully, 

(Signed) DAVID MARTIN, 
“Insurance Commissioner.” 

The policies now issued by the com- 
pany have the stock option incorporated 
therein as one of their clauses. It has 
promised to send us a sample copy as 
soon as a new edition is received from 
the printer. ' 
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COLONIAL LIFE ASSOCIATION, 
BOSTON, MASS. 


a receiver a number of years ago, and 
since that time its affairs have been 


| sued or promised such contracts, to re- 
'voke the certificate of authority of the 
This association went into the hands of company or agents so offending.”’ 


wound up and the receiver is paying 


100 per cent. on all admitted claims. On 
December 9th, Henry A. Wyman, counsel- 
lor at law, Boston, Mass., who is a re- 


ceiver for the institution, advised us as 


follows: 

“The receiver was appointed April 21, 
1905. Under the decrees of the court 
the receiver has returned to members, 
paying the same, certain assessments 
receifed by the association where said 
assessments became due subsequent to 
the appointment of the receiver. He 
has paid a first dividend of 45 per cent. 
upon the death and disability claims 
recommended by him for allowance and 
allowed by the court, said claims num- 
bering eleven and aggregating $15,000. 
He has also paid a similar dividend on 
one total disability claim. Under the 
recent decree of the court he is paying 
a secomd dividend of 55 per cent. upon 
these claims. Certain other claims were 
disallowed by the court. General claims 
of about $1,000 were disallowed as not 
payable out of the funds in the hands of 
the receiver, which were not all trust 
funds applicable to the payment of death 
and disability claims only. One contested 
claim was argued before the court of 
last resort upon the question as {to 
whether the application was a part of the 
contract of insurance, and was disal- 
lowed upon the recommendation of the 
receiver. Suits were instituted against 
all five of the officers of the association, 
and after continued hearings, a sub- 
stantial settlement resulted which enab- 
led the receiver to pay the last divi- 
dend. One of the officers is a fugitive 
from justice. The total cash receipts 
were a little under $20,000.”’ 





COLORADO NATIONAL LIFE ASSUR- 
ANCE COMPANY, DENVER, COLO. 





It has recently come to our attention | 
that this company has been very active | 
in the matter of issuing Board Contracts | 


and other special inducements to policy- 
holders, and we were advised that it was 
issuing these contracts in the State of 
Utah. On November 


i 
' 


CONSERVATIVE LIFE 
26th we wrote to | 


the Insurance Commissioner of Colorado | 
ed an article upon this company, which 


regarding the matter and received the 
follewing interesting reply: 

“In reply to yours of November 26th 
concerning special contracts being of- 
fered in the State of Utah by the Colo- 
rado National Life Assurance Company, 
we beg to state that on and after Janu- 
ary ist, 1908, this practice will be pro- 
hibited by the Colorado law and any 
company authorized to do business in 
Colorado which issues or permits its 
agents or officers or employes to issue in 
any other State or Territoryy, agency 
company stock or other stock or securi- 
ties, or any special or advisory board or 
other kind of contracts promising re- 
turns and profits as an inducement to in- 
surance will come under the jurisdiction 
of this Department, and it shall be the 
duty of this Commissioner upon being 
satisfied that any such insurance com- 
pany or any of its representatives has is- 





' 





CONNECTICUT MUTUAL LIFE IN- 
SURANCE COMPANY, HARTFORD, 
CONN. 





New 1908 Policy. 

Having had a number of requests for 
information relative to the privileges 
and conditions of this company’s new 
policies, we present below the principal 
features, which may be of interest to 
our readers: 

Policies provide for: 

Incontestability after two years, 
cept for non-payment of premium. 

Freedom of Residence and Occupation 
from date of issue (war service during 


ex- 


| first two years excepted). 








After Two Annual Premiums have 
been paid. 

Paid-Up Insurance (automatic) par- 
ticipating annually in surplus, and with 
annual cash values, 

Extended Insurance upon surrender 
(without deduction of any premium in 


the event of death) participating an- " 


nually in surplus, and with annual cash 
values, 

Annual Cash Values, 

~Loan Values at any time. 

Annual Cash Dividends, beginning with 
the payment of the second annual pre- 
mium, which may be: 

(1) Left with the Company to accumu- 
late at interest, subject to with- 
drawal at any time; or 

(2) Used in reduction of premium; or 

(3) Used to purchase reversionary ad- 
ditions participating annually in 
surplus and with cash value guar- 
antees. 

Thirty-One Days of Grace in payment 
of any premium after the first annual 
premium. 

Re-instatement at Any Time After 
Lapse, upon evidence of insurability and 
payment of back premiums with inter- 
est. 

Change of Beneficiary. 

Annuities, or Dividend-Earning Instal- 
ments, if desired, at maturity of policy. 





INSURANCE 
COMPANY, WHEELING, W. VA. 
In our November, 1906, issue, we print- 


was Organized on the mutual assessment 
plan, and at that time went under the 
title of the Conservative Mutual Life and 
Endowment Company. 

The Auditor of the State of West Vir- 
ginia advised us on December 10th that 
the company had changed its name to 
the Conservative Life Insurance Company 
and is now transacting business on the 
legal reserve basis. He could give us 
no further information regarding the op- 
erations of the company. 

The president, Frank Caldwell, we are 
advised, is a successful business man, 
and has had some previous experience in 
the insurance business. We are advised 
also that the secretary and treasurer, 
Clem Peters, and medical director, Dr. 
Hubbard, both well known in the business 
and professional world, have had no pre- 
vious experience in the insurance line. 











The company appears to have been quite 
successful since they started operations, 

In a letter from the company of De. 
cember 9th, it sent us copies of its new 
policy forms and stated that it did not 
commence writing business until the last 


of May, 1907, and that up to December 


Ist of this year a little over $500,000 of 
insurance had been written. 

The policies which the company gent 
us are upon the following plans: 20 Year 
Convertible Endowment; 20 Year BEn- 
dowment, Ordinary Life and 20 Payment 
Life. The general conditions and provi- 
sions of these policies are similar, and 
the following comments are upon the 
20-Payment Life Plan. 

This policy is non-participating and 
costs $31.20 annually per $1,000 at age 
35. 

Non-Forfeiture Regulations. 

After policy has been in force three 
full years, it may be surrendered upon 
default or within three months there- 
after, and the following options are 
granted: 

(1) CASH VALUE. 

(2) PAID-UP INSURANCE. 

(3) EXTENDED INSURANCE provided 
cash value or paid-up insurance is not 
requested. 

Any indebtedness on account of policy 
will be deducted from the guaranteed 
surrender values. 

Loans. 

Loans are granted at a rate of interest 
not to exceed 6 per cent. per annum. 
Such loans shall not exceed the amounts 
specified in table of loan values after de- 
ducting any indebtedness. Interest must 
be paid to the next anniversary of policy. 
Loans will be granted ‘at any time. 
We have no copy of the company’s loan 
agreement on hand, and are therefore 
unable to comment upon the specific re- 
quirements. 

We note from the table of guaranteed 
values attached to this policy that the 
cash values are decidedly lower than the 
loan values shown. We consider this an 
unfavorable provision. For instance, after 
three years, the cash value is $170, while 
the loan value is $265; after five years, 
cash value, $360, loan value, $465: after 
nine years, cash value, $805, loan value, 
$925; after eleven years, cash value, $1,055. 
loan value, $1,195. These values are 
based upen a $5,000 policy. 

Settlement Options. 

Provision is made for payment of 
death proceeds either in one sum or by 
annuities during life, or by payment of 
equal annual instalments for a specifi 
number of years. 

Losses. 

Death losses are payable immediately 
upon receipt and acceptance of proofs. 
Limitation of Time For Proofs or Suit. 

There is no time limit set for filing 
proofs of death, but company’s forms 
must be fully complied with. 

Incontestability—Restrictlons. 

Policy is incontestable except for non- 
payment of premiums one year from its 
date. It is subject to adjustment for 
error in age. There are no restrictions 
as to residence, travel and occupation. 
In event of suicide within one year from 
date of issue, the amount payable shall 
be the premiums paid. The company 
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reserves the right to cancel policy during 
the first year if any untrue answers have 
been made in the medical examination. 
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CONSERVATIVE MUTUAL LIFE IN- 
SURANCE COMPANY OF AMERICA, 
PORTLAND, OREGON. 


The Insurance Department of Oregon 
advised us November 30, 1907, that this 
company filed Articles of Incorporation 
in the office of the Secretary of State, 
November 10, 1906, it being stated in 
these articles that it was incorporated 
for the “mutual protection and relief 
of its members only, and for the pay- 
ment of stipulated sums of money to the 
families of its deceased members.” Up 
to November 30th, the company had 
not applied to the Insurance Commis- 


es ner for a certificate of authority and 


¢ense to transact its business in that 
State, and it is, therefore, not authorized 
to conduct a life insurance business [n 
Oregon under the statutes relating to In- 
surance companies. 

The Department advised us, however, 
that the concern “has submitted to the 
Attorney-General for his advice, a ques- 
tion as to a corporation of this character 
peing required, under the laws of the 
State, to be authorized by the Insurance 
Commissioner before being permitted to 
conduct life insurance business, and that 
it be required to show that it is pos- 
sessed of a paid-up unimpaired cash 
capital of at least $100,000.” 

The Attorney-General under date of 
December 13, 1907, forwarded an import- 
ant opinion to the Insurance Department 
in which it was held that the company 
“must be classed as a mutual life insur- 
ance company, and subject to the laws 
of this State relative to such organiza- 
tions, it is evident that the company is 
not one entitled to exemption from the in- 
surance laws of this State under Section 
3,749 of Bellinger and Cotton’s Annotated 
Codes and Statutes of Oregon... 
Neither is it within the class described in 
Section 3,750 .. .” The  Attorney- 
General continues: 

“Therefore, I am of the opinion that 
the corporation under consideration is 
not exempt from the life insurance laws 
of the State. To hold otherwise, would 
permit any three men, who desired to 
incorporate and go into the insurance 
business to do so, by inserting in their 
articles of incorporation that they are 
organized for the benefit of the members 
ly, then providing no capital stock 





; rwards, and doing business in almost 


‘any manner they chose, the same as other 
companies which are obliged to have a 
legal reserve or some fund for the protec- 
tion of its policyholders. This corporation 
evidently has no capital stock nor prop- 
erty of any kind—no assurance whatever 
that policyholders will be protected or 
paid, except the integrity of the corpora- 
tors or officers of the company: neither 
are they benevolent or fraternal in the 
sense those words are used in the statute, 
and we are of the opinion the legislature 
did not intend to open the door for any 
set of men to go into the life insurance 
business without any capital or property 
of any kind or puting up any pledge that 
the policyholders should be secured. 











“It is the policy of this State to strictly | cern in Portland, and we are advised, is 


supervise both 
business, and in the light of the au- 
thorities above cited, I am satisfied that 


'the said corporation is not exempted from 


| 


the insurance laws of the State and that. 


it is required to possess an emergency 
or cash fund under section 3,751 or un- 


impaired cash capital, under section 3,- | 
710 of Bellinger and Cotton’s Anno- | 


tated Codes and Statutes of Oregon.”’ 
Despite this positive opinion, however, 

we are not advised that the Oregon In- 

surance Department has taken any steps 


life and fire insurance | doing very little business. 





EMPIRE LIFE INSURANCE COMPANY, 
ATLANTA, GA. 





Comments Upon Twenty-Payment Life 
Policy (Guaranteed Annuities). 

We have recently received the above 

form of policy, made out for age 26, 


_the annual premium for which is $23.37 


per $1,000. 


to prevent the further transaction of 


business by this institution. This is 


permanency. 
In a letter to the General Manager of 
the Oregon Life Insurance Company, 


As we stated in our Octob- 


er issue, the company is at present 


writing business on strict legal reserve 


rates, and it is its intention soon to re- 


organize on the regular stock basis. The 
regrettable for the plans of the com-_| 
pany do not inspire confidence in its) 


dated December 20, 1907, the Insurance 


Commissioner said: 


“The company has been forwarded a. 
copy of said opinion, and requested to. 
take the necessary steps to comply with. 


the laws of this State, 
business of insurance companies. 


regulating the 
No re-| 


ply, however, has been received by the | 


Departmnt concerning its communication, 
which was forwarded but a few days 
since.”’ 


officers: Samuel Connell, 


article referred to in our October issue 
contains full comments upon the com- 
pany’s regular Twenty-Payment Life 
Policy, and in this article we also spoke 
of the Double Indemnity Policy issued 
by the company. 

The following comments bring out the 
main features of the policy above re- 
ferred to, viz; Twenty-Payment Life 
Policy with Guaranteed Annuities. 

The face value of the Policy is paid 
at death in ten equal annual instalments, 
payable quarterly in advance. The Non- 
Forfeiture regulations are similar to 


those explained in our October issue, and 
|the general privileges and benefits are 

We have a circular issued by the) 
company which gives the following as | 


president; C.. 


W. Miller, vice-president; R. R. Boyer, | 
lowing clause contained in this policy, 
_which we quote in full: 


vice-president; Jay H. Upton, secretary; 
S. L. Hays, treasurer. 


The directors are: Boyer, R. R.; Bris-_ 
tow, James W.; Connell, Samuel; Davis, 


John E.; Hays, 8S. L.; Kesl, Roy W.; 
Lindsley, A. A.; MacGregor, Gregory; 
McBride, R. S.; Miller, C. W.; Nary, F. 
M.; Upton, Jay H. 


Conservative Securities and Trust Com- 
pany was organized for the purpose of 


similar; therefore, we will not go into 
these matters in detail. 
General Provisions. 
We call special attention to the fol- 


‘While the 
mutual 


under which this 
is organized, forbids 


law, 
company 


the relinquishment of the right to call 
for a pro-rata emergency premium, should 


the necessity 


ever arise, the premium 


rates for this policy of insurance are cal- 
In connection with the company the. 


buying and selling and otherwise dealing 


in securities. Its charter specifically 
provides that it may underwrite con- 
tracts of insurance of whatever form 
or character. This company has entered 
into a contract with the Conservative 
Life Insurance Company of America, as 


exclusive general agent for a period of. 


fifty years from June, 1907. 
and directors of the two companies are 
the same, and a circular describing the 
Conservative Securities and Trust Com- 
pany states that its capital is $1,000,000. 

The company is, we believe, charging 
legal reserve rates which we understand 
to be on the 3% per cent. basis. We 
are advised that the Securities and Trust 
Company is financing the insurance com- 
pany, and with each policy there is 
given to the insured twice the number 


of shares in the Securities Company as_ 
in premiums | 


the insured pays dollars 
the first year. For instance, with a $50 
premium, he will receive in addition to 


his policy, one hundred shares of stock 
which is) 


in the Securities Company, 
represented to mature for cash 'n twenty 
years. 
who are at the head of the company are 
not well known in_ the 
world. 


So far as we can learn, the men. 


insurance | 
S. L. Hays, treasurer of the com- | that we may be unable to change will 


The officers | 


culated on a strict legal reserve basis, 
the company maintaining the necessary 
reserve thereon; the reserve maintained 
hereon and required by law is accumu- 
lated year by year out of the second 
and subsequent premiums, based upon 
an age one year greater than the age 
of entry; the first year is to be consid- 
ered term insurance, the single premium 
for which is the first premium called 
for under this policy.’’ 

The above clause contained in the 
policy is undesirable but the company 
advised us under date of December 16, 
1907, that it is included in the policy in 
order to comply with the law until the 
change is made to the legal reserve 
basis, and when this is done, the clause 
will be cancelled by the rider attached 
to the policy, or by the issuance of a 
new policy, according to the wishes of 
the insured. The company maintains 
that the rates for this policy are ade- 
quate, and that it is and will continue 
writing this form. 

The company further advised us in 
its letter of December 16th, as follows: 

“All our policies contain a_ safety 
clause at the present time, although writ- 
ten at adequate rates, but this is done 
in order to comply with the law, as it is 
not necessary so far as the safety of the 
policy is concerned. Any old business 


pany is cashier of the American Bank be carried over in its present shape and 


and Trust Company, which is a new con- 


will be kept in a separate class, and at 
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sometime in the future will doubtless be 
called on for an assessment premium.”’ 


| 
} 
i 


The policy is on the deferred dividend | 


plan which we consider unfavorable to 
the insured. The death benefit is payable 
in instalments at the rate of $100 per 
year for ten years on a $1,000 policy. 
The company reserves on the 4 per cent. 
basis. 





E. Broden, medical director; Milton Dun- 
lap, secretary. 

The company states that several prom- 
inent men, stockholders, will be on the 


$$$ 


—=> 


| placing in the hands of a number of the 


'some individual insurance agent, 


Board of Trustees after January 14, | 


1908. 
It further advised us that it did not 


propose to resort to any questionable | 
methods, board propositions or anything | 


FIRST NATIONAL LIFE ASSURANCE 


SOCIETY, WALLA WALLA, WASH- 

INGTON. 

On November 30th this company ad- 
vised us that it was incorporated under 
the laws of Washington, September 23, 
1907; that it is soliciting business now, 


but will not issue the first lot of policies | 


until January 2, 1908; that its authorized 
capital is $500,000, which has been fu.iy 


subscribed, and that $130,250 was nuid-. 
At | 


in in cash up to December 4, 1907. 
that time the cash surplus amounted to 
$6,475. 

It will write non-participating policies 
on the legal reserve plan exclusively. 

Among those actively connected with 
the company are Edwin Masterson, who 
since October 1895, has been engaged 
most of the time in field work for in- 
dustrial and other companies in several 
different parts of the country. 
forms us that from October, 1897, to 
January, 1898, he was agent for the 
Union Life of Omaha at Walla Walla, 
and from January, 1898 to June 1898, 
was manager of the Union Life at the 
home office in Omaha. It then reinsured 
with the Royal Union of Des Moines, and 
Mr. Masterson went to Missouri for that 
company for three months. From Sep- 
tember, 1898 to June, 1901, he was agent 
for the New York Life at Omaha. After- 
ward he was again employed by indus- 
trial companies and others. His most 
recent connections were as follows: From 
March, 1905 to November, 1905, agent at 
Walla Walla for the Germania Life: until 
April, 1906, 
Central Life of Iowa: until September, 
1907, State Manager for the Central Life 
of Iowa, headquarters at Spokane, and 
he then entered the employ of the First 
National Life. 


He in- | 





agent at Walla Walla for | 


The company informed us further that. 


the following insurance men are con- 
nected with the company as Assistant 
Superintendents of Agents, and will be- 
gin active work for it January 1, 1908: 

Messrs. A. R. Hathaway, who is at 
present Assistant Manager for the Mu- 
tual Life, in the State of Oregon: W. 
L. Tucker, for the past three years, 
District Manager in this State for Bank- 
ers’ Reserve Life of Omaha: James 
Cherry, who served the same company 
aw Mr. Tucker in a like position for 
three years: J. C. Chapeck, No. 944 
BE. Garfield Boulevard, Chicago; George 
W. Morgan, at present manager of 
Provident Department, Northern Life, 
Seattle, Washington; J. F. Allen, Seattle, 
for years as Auditor and Superintendent 
for the Metropolitan Life. 

The incorporators are: Broden, A. E.; 
Evans, Marvin; Gregory, Morton; Mas- 
terson, Edwin; Thompkins, R. J. 


The present officers are: Morton Greg- | 


ory, president; Edwin Masterson, 


vice- | 


of like character. 

At the present time, the company is 
not writing casualty business, but is 
incorporated in such a way as to permit 
it to enter that field, if found to be to 
its best interests, and it will probaly do 
this later. 


establishing local Boards. 


most influential citizens in certain count. 
ies instead of giving the contract tg 
The 
contract is the regular General Agent's 
contract, the rates of commission under 
it being about the usual ones.” 

It will be seen that the company denies 
that it is operating any “Board Contract 
scheme, but it does not deny that it jg 
We find it 
difficult to see any difference between 
the two schemes, save in name. The 
company sent us a brief statement which 
covers the plan and its purpose which 


we print in full: 


A further report will be issued when | 
_ard’s General Agent’s Contract, briefly 
| stated, is as follows: 


we have completed our inquiries. 





GIRARD MUTUAL LIF9 INSURANCE 
COMPANY, PHILADELPHIA, PA. 


This company commenced business in 


-_ 


December, 1906, and we printed an item) 
a number of the best known citizens in 


regarding it in our December, 1906, is- 
sue. In our October, 1907, issue, we 
printed the report of an examination of 
the company as of October 10, 1907, 
shewing the company’s transactions for 
six months, ending August 31, 1907. 
The company has been very active dur- 
ing the first year of its existence, and 


it sent us a circular in which it stated | 


that the insurance written during that 
time amounted to $2,782,500. 

Last November, we were advised that 
the company had been establishing in 
different cities, local Boards of Directors, 
composed of a number of prominent men 
of the town who 
certain amount of life insurance and for 
each $1,000 insurance would be given 
an option on fifteen shares of stock at 
$15 per share. It appears that the mem- 
bers of these boards will receive a com- 
mission on first year premiums of all 
business written in that section, and an 
additional commission of 5 per cent. on 
all the renewals, these commissions to 


| 


“The Plan and Purpose of the Gir. 


The Plan. 
“Instead of placing the company’ 
business in a given territory in the ha 
of one man as General Agent, we select 


_the territory and have conveyed to them 


a General Agent’s Contract for that ter. 


_ritory which entitles them to the usual 


| 


commissions on the business that may be 


|written therein. 
' Contract 


This General Agent's 
is not limited to those who 
are, or may become policyholders in the 
company, and any insurance which the 


holders of the General Agent’s Contract 
may take is entirely independent of their 


would take out a. 


be divided equally among the board. We. 
are advised that the company wrote 


about $500,000 of insurance during its 
first year in the city of Reading, Pa., 
alone, due mainly to its liberal commis- 
sions and its arrangement with its local 
Board of Directors. 

We called the company’s attention to 
this matter, and it replied on December 
2nd as follows: 

“In reply, beg to state that about 20,000 
shares of the stock has been subscribed 
for by policyholders and 7,500 by the 
officers and _ directors. About 15,000 
shares of the amount subscribed for by 
the policyholders are on options which 
are not yet due. The balance of the 
subscriptions, both of the policyholders 
and the officers and directors, have been 
settled for. The options issued to policy- 
holders are being very closely taken up as 


they mature, and from present indications | 


we shall be ready to reorganize on the 
stock basis within the next six months. 


rights and benefits under that contract. 
If they take insurance, they get the 
company’s regular policy contract, pay 
the premium in full, and receive no 
commissions, neither first year nor re- 
newal thereon. 

The Purpose. 

“One of the chief difficulties any life 
insurances company meets (especially a 
new one) in opening up new territory is 
in getting the confidence of the people, 
and until this is done very little can be 
accomplished. To do this in the old 


way not only takes time, but a consid- 
erable expense also. By our plan of 
placing the General Agency in the 


hands of a number of the most influen- 
tial and representative men of the com- 
munity, we secure their interests in the 
company, and through their influence, 
help and assistance, quickly overcome 
this difficulty, and get our business not 
only at less rate of expense than is 
usually incurred, but also a much larger 
volume than could possibly be had by 
giving the General Agency to an agent 
who could be entirely dependent upon 
his own efforts to secure business.” 

It appears that the company is 
many cases presenting estimates. 
large probable earnings to those to whom 
its stock is offered. It has not sent us 


any literature, bearing upon these esti- 


| lege 


“In relation to local Boards which you | 
speak of as having been established by | 


this company in Reading and Norris- 
town, I would say that you have been 
somewhat misinformed. This company 
has no Board contracts. What your 
informant no doubt referred to is a 


mates, in response to our requests for 
them. 
The 


ber 


company stated on  Decem- 
3rd that its **stock privi- 
is distinctly provided for in the 
policy contract itself, and has been s0 
included in every policy that has been 
issued since the date of organization of 
this company.” On this date it sent 
us a copy of the decision of the At- 
torney-General of Pennsylvania dated 
November 20, 1907. It was rendered on 


president; Marvin Evans, counsel; A. | General Agent’s Contract which we are/|an old contract of the Philadelphia Life 
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Insurance Company which was submitted 
to the Attorney-General. The Girard 


Mutual Life maintains that there was no- 
its | 


justification whatever in coupling 
name with the decision on account of 


the clause in its policy providing for the 


stock privilege. See report elsewhere 
herein upon the Philadelphia Life Insur- 


ance Company, including the decision of 


the Attorney-General referred to above. 





FRATERNITY, 
PHIA, PA. 
A report of an examination of this 
erder made by Charles G. Taylor, Jr., 
pursuant to the instructions of Hon. 
Joseph Button, Commissioner of In- 
surance of Virginia, was submitted by 
Mr. Taylor on October 30, 1907, 
recently made public. 
Lack of space prevents our publishing 
an article which we had prepared for 


GRAND 


this issue, but we will print it in our | 


January, 1908, issue. , The order was 


criticised in the matter of its expenses 


and also on account of some of its in- 
vestments. The reserve fund which the 


Society claimed that it is accumulating | 


was also criticised. Many other im- 
portant matters were brought out by 
the examination, but because of lack of 
space we cannot go into these matters in 
detail at this time. 





MISSISSIPPI VALLEY LIFE INSUR- 
ANCE COMPANY, ST. LOUIS, MO. 





Dispute Among Its Directors. 

This company has been in process of 
organization for some time, and we are 
advised that a considerable portion of 
the proposed capital and surplus ($300,- 
000) has already been distributed in small 
blocks through Kansas, Illinois, Missouri, 
Texas and Oklahoma. 

Under date of December 13, 1907, there 
was forwarded to us, a report of an 
investigation into the affairs of the com- 
pany (which has not begun active busi- 
ness) conducted by a committee of stock- 
holders appointed at a meeting held on 
November 15, 1907. This committee em- 
ployed an expert accountant, B. D. 
Kribben of St. Louis, who examined into 
the matter carefully and made a long 
report. It was found that not all of 
the stock subscriptions were taken upon 
the same bagis; that some called for 
payment in full in one sum, and others 


permitted payments in instalments. The | 


company is to have $150,000 capital which 
is to be sold at a premium of 100 per 


plus. About two-thirds of the entire 
amount has been subscribed. The ex- 
aminer found that up to November 30, 
1907, the total cash receipts were $108,- 
299.86; that commissions had been paid 
or allowed for the sale of stock amount- 
ing to $17,620: and $100, representing 
three small items had been returned, so 
that there was then on deposit to the 
company’s credit, $90,579.86. From the 
itemized list, it would appear that the 
initial expenses had been unduly heavy, 
amounting to nearly $7,500 besides the 
commissions for the sale of stock. The 
largest single item was a salary of $75 


a week from January 28th to November. 


23rd, paid to C. E. Greenameyer. 


PHILADEL-. 


and 


| | 
_ Under date of December 24, 1907, the. 
company, over the signature of F. C. 
Moore, for the organization committee, 
advised us that the organization was | 
being ,ushed, and would probably be 
completed about the middle of January, | 
“regardless of the efforts made by | 
| certain dissatisfied incorporators to dis- 
rupt the company.”’ 

The company, of course, has not yet 
received its license to begin business. 





MUTUAL BENEFIT LIFE INSURANCE 
COMPANY, NEWARK, N. J. 

This company recently sent us a 
‘sample copy of its Twenty-Payment Life 
Policy (edition January, 1908). This 
policy costs $36.22, annually per $1,000, 
at age 35, and provides for dividends an- 
nually, beginning with the second policy 
year. 

On December 1, 1907, the president of 
the company issued a circular letter to. 
its agents. This we print below as it | 
fully explains the various points in which | 
the new forms differ from the old. 

“To the Company’s Agents:— 

“The company has adopted new ap- 
plication forms and new policy forms, 
which will be used after December 31, 
1907. All unused application forms on 
hand at the close of the current year 
should then be destroyed. In the new 
form of application the applicant is not 
required to warrant the truth of the 
statements made in the application. 

“The new policy forms differ from the 


respects: 

‘1. The new policies will call for the 
payment of an Annual premium in every 
case, and will state that in lieu of the 
Annual premium the Company will ac- 
cept Semi-Annual or Quarterly payments 
of stated amounts. The Insured will 
state in his application whether he desires 
premiums to be paid Annually, Semi-An- 
nually or Quarter-Annually, and a re- 
ceipt for the first Annual, Semi-Annual or 
Quarter-Annual premium, as the case 
may be, will be forwarded with the 
policy. The receipt must be counter- 
signed by the agent when the policy is 
delivered. The policy will not constitute 
a receipt for the first premium. 

“2. The restriction against suicide con- 
tinues for one year instead of two years, 
and the policy will be incontestable after 
one year instead of two years. Policies 
issued in 1907 will be regarded as in- 
contestable after December 31, 1908. 

“3. The Non-Forfeiture Provisions are 
changed as follows: 

“*(a) Policies will have Guaranteed Cash 
Surrender, Paid-Up Policy, and Extended 
Insurance values in event of default in | 
premium payments at any time (instead | 
of only after two years’ premiums have 
been paid), provided the American Ex- 
perience Three Per Cent. Reserve on the . 
policy at the time of lapse is in excess of 
$10.00 per $1,000 of insurance. 

“(b) The surrender charge of $10.00 
per $1,000 of insurance will be reduced | 
$1,00 per annum, beginning at the end 
of the sixth policy year, so that at the 
end of the fifteenth policy year and 
thereafter the full reserve will be allowed | 
as a surrender value. 





present forms in the following important | 


| Beneficiary. 





issued or allowed in exchange for sur- 
rendered or lapsed policies, will have 
guaranteed Cash Surrender values equal 
to the full reserve theron at time of 
surrender. 


*“(d) The time within which the 
original policy may be surrend for 
‘either its Cash Surrender or Paid-up 


Policy value is reduced from three months 
to one month, this change being occa- 


'sioned by the fact that the Paid-up and 


Extended Insurances will have .guarante- 
ed cash values. 

“(e) If there be any outstanding in- 
debtedness to the Company at time of 


default, the Extended Insurance will be 


for the full amount insured by- the policy 
and dividend additions, if any, less the 
amount of the indebtedness. Under the 
new form, in case of a loan, the Extended 
Insurance will be for a smaller amount, 
but for a longer term than would be the 
case under the present plan, and no de- 
duction from the amount of the Extended 
Insurance either for overdue premiums or 
for indebtedness, will be made if death 
occurs during the firyt year of Extended 


Insurance, as is the case under the pres- 


ent form. 

“Three Per Cent Reserve Policies is- 
sued prior to January 1, 1908, will be en- 
titled to the guaranteed Cash Surrender 
Values provided for in the new policies, 
if surrendered within one month after 
lapse. If surrendered after one month, the 
cash value will be equal to the reserve 
value of the extended insurance, unless 
the policy is entitled to a larger value un- 
der its terms, in which case the larger 
value will be allowed. The amounts of 
the paid-up policy or the term of the 
extended insurance will be based upon 
the Cash Surrender value at the time 
of lapse, computed according to the new 
rule; but otherwise the paid-up policy 
and extended insurance provisions of out- 
standing Three Per Cent. Reserve Poli- 
cies will not be changed. 

““4. In event of default in premium pay- 
ments, the arrears may be paid within 
one month, or if not so paid, and the 
Insured shall die within the month, the 
policy will be regarded as being then 
in force, and the arrears will be deducted 
in the settlement thereof. This privilege 
will be extended to outstanding policies 
which shall hereafter lapse. 

“5. If requested by the Insured prior 
to default in premium payments, or 
within one month thereafter, the arrears 
will be charged as an _ indebtedness 
against the policy, provided such in- 
debtedness is secured by the Cash Sur- 
render value. This privilege will be 
extended to cutstanding policies with the 
consent of all parties in interest. 

“6. The privilege of reinstatement will 
be available at any time, instead of only 
within three years after date of lapse. 
This privilege will be extended to old 


policies. 
_ “7, An additional optional mode of 
settlement is given, designated as 


‘Special Privilege No. 4,’ which provides 
for the settlement of the proceeds at 
maturity in equal Annual Instalments, 
payable for a specified term of years 
and during the after-lifetime of the 
Hither 10, 15, 20, 25 or 


| “(c) Paid-up and Extended Insurances, | 30 Annual Instalments, as may be agreed 
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upon, will be payable whether the lei “A revision of the Company’s litera- department expects to be in a 












December 31, 1907, 


—— — — —_ -—-- 


a 


position 


ficiary be living or not, with the proviso ture necessitated by the above changes to advise in reference to the company 
| by the latter part of the coming week. 


that if the Beneficiary shall live to re- is in progress. 
ceive the number of Instalments thus, 


agreed upon, the Company, will pay a Policies (issued prior to 1900) which | 
lapse after December 31, 1907, the Cash 


Surrender value will be equal to the 
American Experience Four Per Cent. Re- 
serve, less any outstanding indebtedness, 
and less a sum equal to one per cent. 
of the amount of the policy and exist- 
ing Dividend Additions, if any, up to 


like sum annually during the atter-tite- | 
time of the Beneficiary. The instalments | 
thus certainly payable will be increased | 
by such Annual Dividends as may be 
apportioned by the Directors. This privi- 
lege will be extended to outstanding poli- 
cies. 

“8. The first Dividend will be payable. 
upon payment of the second year’s pre- . 
mium, as heretofore. Thereafter, Divi- | 
dends will be payable at the end of the. 
second and of each subsequent policy 
year while the policy is in force, and will | 
not be conditioned upon the payment | 
of the ensuing year’s premium. This rule 
will be applicable to policies outstand- 
ing January 1, 1908. 

“9. If dividends be applied upon the Ad- 
dition plan, the policy may be converted 
into a fully paid-up participating policy, 
payable at the same time as the original | 
policy, whenever the American Ex- | 
perience Three Per Cent. Reserve on the 
additional insurance, together with the) 
reserve on th original policy, computed 
on the same basis, shall equal the net. 
single premium on the same basis for | 
a paid-up policy for the same amount as 
the original policy. Inasmuch as_ the 
Cash Surrender value is equal to the 
full reserve at and after the end of the 
fifteenth policy year, the Company prac- 
tically agrees to pay the face of the 
policy whenever the reserve on the orig- 
inal policy, together with the reserve on 
the dividend additions, equals the face 
of the policy. This privilege will be ex-| “After December 31, 1907, Miscroscopi- 
tended to outstanding policies according cal Examination of urine will be made 
to the reserve basis on which they were at the Home Office. For the conditions 
issued. under which they will be required, see 

“10. Dividend additions will be pur- § ‘Note’ in Question 30, of the new applica- 
chased under a special table of rates tion blank. Whenever the Miscroscopical 
computed upon a more favorable basis Examination is required, the agent should 
than the Company's present single pre- | leave with the Examiner a Container fur- 
mium rates. The new rates will be ap- | nished for the purpose (to which a five 
plicable to outstanding Three Per Cent. cent postage stamp should be affixed) 
Reserve policies after December 31, 1908. | with the request that he immediately 

“The issue of Continuous Instalment _ forward direct to the Company a sample 
Bonds will be discontinued December 31, of the applicant’s urine, prepared as 
1907. The Continuous Instalment Option 
in the new policy will be found in many | cate of identification. 
Ways more desirable than the present|' “FREDERICK FRELINGHUYSEN, 
Continuous Instalment Bonds. For those, “President.” 
however, who desire the Installments to | 
be for a fixed sum, independent of the | 
age of the Beneficiary at the maturity of COMPANY, NEW YORK. 
the policy, the Company will issue a | For many months past the New York 
regular policy payable in Twenty Instal- | Insurance Department has been engaged 
ments, as provided in Special Privilege | with an investigation of this company. 
No. 8, and will issue a Supplemental | We referred to this examination several 
contract providing for the payment of | months ago (see our September issue, 
an annuity to. the Beneficiary, begin- Under date of December 12, 
ning one year after the payment of the 
twentieth Installment on the 
policy. Premium rates for such Supple- 
mentary contracts are now on the press. | 

“The Twenty Per Cent. Loan plan will | completed their examination of this 
not be applicable to policies issued after | corporation. Before a report of an ex- 
December 31, 1907. No exception will | amination can be filed in the department 
be made to this rule. the company is entitled under section 39 

“After December 31, 1907, Policies will of the insurance law to a hearing there- 


| 


each year one-tenth per centum of the 
sum insured. Except for any outstard- 
ing indebtedness there will be no deduc- 
tion from the full four per cent. re- 


year and thereafter. 
above value a policy must be surrendered 
within one month after lapse. 
amount of the Paid-Up Policy or the 
term of the Extended Insurance, will be 
such as the amount of the Cash Sur- 
render value computed as above will 
purchase at net single premium, Ameri- 
can Experience Four Per Cent. rates, 





sured. Except as above, the Paid-up and 
Extended Insurance provisions of out- 
standing four per cent. policies will not 
he changed. Paid-up and Extended In- 
surances will have Cash Surrender values 


Per Cent. reserve at time of surrender, 
less any outstanding indebtedness. 
under the terms of any outstanding policy 
a larger value would be allowable than 
would be the case under the above rule, 
the policy contract will of course govern. 





/page 205). 


regular | Kelsey, of the New York Insurance De- 
partment, wrote us as follows: 
“The examiners of the department have 


not be dated back so that the Insured on, The officers of the company have 
will rate at an age younger than his age | requested a hearing, which is now in 
(according to his nearest birthday) at) progress. 

the date of the application. 





“In case of Four Per Cent. Reserve | As soon as the examiners’ report is filed 


and printed a copy will be sent you.” 
The report in question has not yet 
been made public, but it is known that 
the examiners reported to the Superin- 
tendent a very large impairment of the re- 
serves. This impairment, it is under- 


stood, is due to the disallowance as an 


and including the fifth policy year, after 
which the percentage will be reduced 


serve at the end of the fifteenth policy 
To secure the. 


i 
i 


The 


according to the attained age of the in- | 


asset of liens charged against old ag- 
sessment policies, without notice to the 
policyholders. This action of the Ip- 
surance Department is contested by the 
company, whose attorneys appeared for 


/ that purpose before the Insurance Com- 


missioner; and, as a matter of fact, there 
seems to be some doubt, though not much, 
as to the soundness of the Department's 
attitude. 

Briefly, it would appear that, under 
these extremely undesirable assessment 
contracts, the company may charge any 
lien it sees fit without notice to the 
policyholders, provided only that its by- 
laws permit this action. It appears that 
for many years the application fo: {nsur- 
ance contained a waiver of the right of 


the member to vote for amendments to 


the by-laws, this being intrusted to the 


directors; and we are also advised, though 


equal to the American Experience Four | 


not officially, that the by-laws authorized 
the charging of the liens in question. 
However this may be, an attempt was 


'recently made by the company to amend 


If | 


directed, and accompanied by a certifi- | 


the by-laws, and, under the present laws 
of the State, it was necessary to give 
notice to the members affected. At a 
meeting called for the purpose on De- 
cember 10th, William Hepburn Russell, 
a prominent attorney of this city, ap- 
peared as counsel for policyholders who 
are seeking to have a receiver appointed 
for the company. Mr. Russell had previ- 
ously gone before Judge Hough in the 
United States Circuit Court, claiming 
that insufficient notice had been given, 
and had obtained an injunction restrain- 
ing the management of the company from 
voting proxies secured for the meeting 
for any purpose except organization and 
adjournment. The attorney for the com- 
pany moved for adjournment as soon as 
the meeting was opened. Mr. Russell 


charged the management with trying to 


MUTUAL RESERVE LIFE INSURANCE) 


rush through an amendment to the by- 
laws which would permit the charging of 
the liens in question, so as to offset the 
report which it was expected the Insur- 
ance Department would make disallow- 
ing as an asset the liens heretofore 
charged. He declared that the examiners 
of the Insurance Department had founda 
deficiency of at least $1,750,000, and that 


it might reach $2,000,000. 


| 1907, Superintendent of Insurance Otto. 


On December 13, 1907, A. C. Haynes, 
president of the Mutual Reserve, issued 
the following statement: 

“The Insurance Department of the . 
State of New York has just finished an 
examination of the Mutual Reserve Life 


Insurance Co., and we are in the midst 
of a controversy with the department at 


—EE — 


this time because their examiners have 
not only introduced methods of valuation 
which I am advised by eminent counsel 
are without any authority in law, but 


Necessary adjournments will have reduced the value of our real es- 
delay its conclusion for a few days. The | tate holdings and the leasehold of our 
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home office building to ridiculously low 
figures. We expect within the next few 
days or weeks to convince the superin- 
tendent of insurance and all others in- 
terested that the Mutual Reserve is in a 
sound condition. 

“Our actuary claims that we had a sur- 
plus of $300,000, in round numbers, on 
Aug. 31 of this year. I believe that our 
position is better to-day than it was on 
that date. As my connection with the 
company only dates from last May, and 
as I had had 25 years’ insurance exper- 
jence previous to that time in old line 
companies, I believe I would be derelict 
in duty if I did not express my personal 
conviction that this company can be con- 
tinued on lines that will be advantag- 
eous to the interests of all policyholders.”’ 

On December 14th Judge Ward, in the 
United States Circuit Court, heard argu- 

Ts on the application to make per- 
manent the temporary injunction gse- 
cured by Mr. Russell. Mr. Stanchfield, 
one of the attorneys of the company, 
stated that the object of the proposed 
amendment was to make legal beyond 
question liens amounting to $760,000 
which had formerly been allowed by the 
Insurance Department, but which were 
now questioned. Another of the com- 
pany’s attorneys stated that the com- 
pany would be insolvent if it were pre- 
vented from carrying these liens as an 
asset. Mr. Russell asked for an adjourn- 
men for thirty days, in order that the 
policyholders might be properly advised 
as to the importance of the proposed 
amendment. Affidavits in support of 
the application for a permanent injunc- 
tion contained a letter from Nelson H. 
Hadley and Charles Hughes, examiners 
for the Insurance Department, stating 
that in their opinion the policyholders 
had not received proper notice; that it 
was highly important that they should 
be as fully represented as possible, ‘‘as 
matters vital to their interest are to be 
taken up.’’ The examiners also said: 

“There are a large amount of liens 
made against policies of the asessment 
members, of which these members have 
no knowledge, and the validity of which 
is questioned in the report. This meet- 
ing will, in our opinion, attempt to re- 
impose these liens, with any additional 
assessments necessary to care for any 
deficiency which may be found.” 

The original meeting, called for De- 
cember 10th, was adjourned until the 
24th, and again adjourned for one week, 


ings referred to above. On Decem- 

r 26th, Judge Ward handed down an 
order enjoining the officers of the Mutual 
Reserve from holding the already twice 
adjourned meeting without first giving 
all the policyholders thirty days’ notice 
by mail. In this decision Judge Ward 
criticised as “most high-handed’”’ the 
treatment of policyholders by the officers 
at the original meeting on December 10th. 

Actions have been commenced in sev- 
eral States asking for the appointment of 
teceivers for the company. 





pesin a decision in the injunction pro- 





. NATIONAL PROTECTIVE LEGION, 
WAVERLY, N. Y. 

We are advised by Waiter C. Wright, 

onsulting actuary of Boston, who is 





conducting the examination of this in- 
stitution for the Wisconsin Insurance 
Department to which we have already 
alluded, that a valuation of all its out- 
standing certificates is to be made. If 
this is done on the basis which would be 
required of old line institutions, the re- 
port will make very interesting reading. 
See our 1907 volume, page 453-455 in- 
clusive. 





NORTHERN ASSURANCE COMPANY, 
DETROIT, MICH. 

This company was incorporated under 
the laws of Michigan and began business 
October 19th, 1907. The Insurance Com- 
missioner of Michigan advised us that 
its paid-up capital amounts to $100,000 
and that a like sum is on deposit with 
the Michigan State Treasurer. Its sur- 
plus paid in in cash was $25,000 according 
to the last advices from the company 
on December 19th. Both life and acci- 
dent insurance will be written, although 
the Commissioner of Insurance advised 
us under date of December 18th as fol- 
lows: ‘“‘The company, as I understand it, 
contemplates transacting nothing but the 
business of life insurance.”’ 

The company stated that Clarence L. 
Ayres, its vice-president, was nine years 
with the John Hancock and six years 
with the State Life of Indianapolis. The 
secretary, Charles P. ler, was for twelve 
years with the Equitable of New York, 
and nine years with the State Life of 
Indiana, 

The officers are: Perry F. Powers, 
president; Clarence L. Ayres, vice-presi- 
dent: Chas. P. Iler, secretary; Fred H. 
Aldrich, general counsel. 

The incorporators are: Aldrich, Fred 
H.:; Ayres, Clarence L.; Auer, Henry C.; 
Ayres, Nathan A.: Blair, Hugh: Corbin, 
John M.: Courtney, John N.; Grant, John 
H.: Hopson, Wm. C.; Kennedy, Frank; 
Powers, Perry F.: Sibley, Aaron L.; 
Stapleton, Jr., Dr. Wm. J. 

We have not received sample forms of 
the company’s principal policies, but ac- 
cording to a circular which it sent 
us, it issues regular Whole Life, Pay- 
ment Life and Endowment policies, and 
aims to charge a low non-participating 
rate, furnishing the greatest amount of 
protection for the very least amount of 
money consistent with safety. The poli- 
cies provide for paid-up assurance, cash, 
loan and automatic extended assurance 
values after two premiums are paid. 
Total disability and old age indemnity 
or ‘“‘Annuity’’ payments are also provided 
for. 





PENN MUTUAL LIFE INSURANCE 
COMPANY, PHILADELPHIA. PA. 





New Term Policy Reviewed. 

This company recently sent us sample 
copy of its new 5 Year Convertible 
Term policy. On August 1, 1907, it 
changed its 5 and 10 Year Term Con- 
tracts in several particulars and reduced 
the rates therefor after age 26. The rates 
for ages 21 to 25 are slightly larger than 
previously. Having had*several inquiries 
upon this form of policy, we present be- 
low some of the priviliges, benefits and 
conditions contained therein. 

The policy is issued in consideration 


_ insured, 





of the application which is made a part 
of the contract. We quote the follow- 
ing clauses from the first page of the 
policy: 

“The privilege is hereby given of con- 
tinuing the insurance under this Policy, 
for successive periods of five years each 
up to and including the insuring age of 
60, without re-examination, the pre- 
miums for the new period to be payable 
each year on the dates above specified 
and to be throughout such period cor- 
responding to the attained age of the 
in accordance with the Table 
printed upon page three hereof. 

“The privilege is also hereby given to the 
legal holders of this Policy to surrender 
and exchange the same up to and in- 
cluding the insuring age of 65, while it 
is in force by the payment of premiums 
thereon in cask, and without re-ex- 
amination for a Life or Endowment 
Policy of not greater amount, the new 
Policy to run from the date of surrender 
of this Policy, and at the rate of pre- 
mium then chargeable on Policies of such 
class for age attained, or any part of 
this Policy (in multiples of $1,000) may - 
be changed proportionately acording to 
this method. 

“Or, at any time within five vears from 
the issue of this Policy, while it is in 
force by payment of premiums it may 
be exchanged without re-examination, up- 
on proper surrender and the payment of 
the back differences in premiums, with 
interest thereon, for a Life or Endow- 
ment Policy of an equal amount of in- 
surance on any plan now issued, not 
changing the method of use of surplus; 
and said new Policy shall be of the same 
force and effect as though issued of 
the same premium date as this Policy, 
and at the rates of premium now in 
use.”’ 

The policy provides for incontestability 
after one year except for non-payment 
of premium. In event of suicide within 
one year, the liability of the company 
shall be the premiums paid to date. 
There are no restrictions as to residence, 
travel and occupation from date of issue. 

Non-Forfeiture Regulations. 

After three years premiums. have been 
paid, the company guarantees at the 
end of successive policy years, the fol- 
lowing options: 

(1). Upon application within one month 
after lapse, a cash surrender value equal 
to 80 per cent. of the reserve, (American 
Experience Table, 3 per cent). 

(2). Upon application a non-participat- 
ing paid-up term policy expiring at the 
end of the current term period, for such 
sum as the cash surrender value will 
purchase at net term insurance rates. 

(3). If no request is made for cash 
value or paid-up insurance, extended in- 
surance is automatic, and is non-partici- 
pating. ‘“‘The period of such extension 
shall be determined by the application 
of the Cash Surrender hereof to that 
purpose at net Single Premium Term 
rates (according to the American Ex- 
perience Table of Mortality with three 
per cent. interest).”” Any surrender value 
will be diminished according to the in- 
debtedness which exists at the time. 

Statement Options. 
Provision is made for giving the bene- 
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ficiary the option at time the policy be- 
comes due and payable, of having the 


proceeds payable in any specified number | 


of instalments. 
Proofs of Death must be furnished with- 
in six months after the ascertained death 


the company. 
Modes of Applying Surplus. 

The policy participates annually in the 
surplus earnings of the company. 
following table of premium rates per 
$1,000 are to be found on page 3 of 
this company’s Convertible Term policy 





$1,000 of insurance purchased. The price 
fixed in the first options given was $12.50 
per share, on a par value of $10 per 
share. The option to purchase at this 
price were given until.the first $100,000 
of the capital of the proposed company 


of the insured in the form prescribed by | had been subscribed; the options for the 


| second $100,000 of capital being given to 


; 
| 


The | 


purchase at $15 per share; and the op- 
tions for the third $100,000 of capital to 
purchase at $20 per share. 

“On April 17, 1906, the Philadelphia Life 
Insurance Company was chartered to 


transact a life insurance business on the 
'level premium or legal reserve plan, with 


a- paid-up capital of $300,000. The policy- 
holders of the said Philadelphia Mutual 
Life Insurance Company were transferred 
to the said Philadelphia Life Insurance 
Company, and the stock thereof issued to 
the policyholders holding the options pre- 
viously acquired with their policies of 
insurance. 

“On August 17, 1906, the said Philadel- 
phia Life Insurance Company filed an 
application for an increase of capital to 
$1,000,000, the stockholders, as of record 


at that time, waiving their right to sub- 


scribe to their allotment of the incréase. 
Options to purchase this new stock were 


/-and are now being offered to persons so- 
‘licited to become applicants for insurance, 


(5 Year Terms). 
Age Age 

at begin- at begin- 

ning of * Yearly ning of Yearly 

Term. Rate. Term. Rate. 
21 $11.19 41 $14.82 
22 11.28 42 15.25 
23 11.35 43 15.75 
24 11.44 44 16.30 
25 11.54 45 16.94 
26 11.64 46 17.66 
27 11.75 47 18.49 | 
28 11.86 48 19.43 
29 11.99 49 20.50 
30 12.12 50 21.69 
31 12.27 51 23.03 

2 12.43 52 24.51 

33 12.60 53 26.16 
34 12.80 54 28.00 
35 13.01 55 30.03 
36 13.24 56 32.29 
37 13.50 57 34.79 
38 13.79 58 37.56 | 
39 14.09 59 40.60 
40 14.44 60 43.96 

PHILADELPHIA LIFE INSURANCE 


COMPANY, PHILADELPHIA, PA. 





Legal Aspect of Selling Stock With Poli- 
cies. 

We print below a recent opinion which 

was rendered on an old contract of the 

Philadelphia Life Insurance Company by 


the Attorney General of Pennsylvania and | terms: 


submitted to the Insurance Commissioner 
of that State on November 20, 1907. 


“OFFICE OF THE ATTORNEY GEN- 
ERAL, 
“Harrisburg, Pa., Nov. 20, 1907. 


“HONORABLE DAVID MARTIN, 
“Insurance Commissioner, 
‘‘Harrisburg. 

“Sir:—I have your letter of November 
8th, asking whether in the opinion of this 
Department, the facts therein stated 
with reference to the offering of certain 
stock options by the Philadelphia Life 
Insurance Company and its agents con- 
stitute a violation of the Act of Assembly 
of May 7, 1889, (P. L. 116), as amended 
by the Act of July 2, 1895, (P. L. 430). 
From your communication I understand 
the facts to be as follows: 

“The Philadelphia Mutual Life Insur- 
ance Company was organized October 4, 
1905, to transact business of life insurance 
on the mutual assessment plan. The 
plan adopted by this company in the 
transaction of its business was to give 
to each policyholder an option to purchase 
3 shares of the capital stock of a joint 
stock life insurance company (to be in- 
corporated as soon as sufficient stock had 
been subscribed to enable the proposed 
company to obtain a charter) for each 


| 
| 





at from $25 to $40 per share. 

“The present plan of operation of the 
said company is to offer to proposed in- 
surants an option to purchase, at the rate 
of $40 per share, two shares of said 
stock, in said company, for each $1,000 
of insurance taken. Some of these op- 
tions are to be exercised within six 
months, others within a year, and some 
within a longer time. These options are 
not specified in the policy contract of 
insurance, or made a part thereof, but 
seem to be separate and distinct agree- 
ments. 

“The offer of the stock option is made 
by the company in the following printed 


“Stock options. An option for the 
purchase of shares of the capital stock of 
the company at $40 per share (par value 
$10) is extended to all persons who take 
insurance in the company, based upon 
the ratio of two shares to every $1,000 
of insurance purchased, the conditions 
thereof being contained in th option 
forwarded with the policy.’ 

“The substantial question arising upon 
your inquiry is this: Has the insurance 
company in question, and its agents, by 
offering, under the circumstances above 
stated, to prospective insurants, the said 
options to purchase stock in the company, 
violated the provisions of the said Act 
of 1889, as amended by the said Act of 
1895? 

The Act in question is entitled: 

**An Act to amend an act, entitled “An 
Act to prevent any life insurance com- 
pany, or agent therof, doing business in 
Pennsylvania, from making or permitting 
a distinction or discrimination in favor 
of individuals, between insurance of the 
same class and equal expectation of life, 
in the amount or payment of premiums 
or rates charged for policies of life or 
endowment insurance and providing a 
penalty for violation thereof,’ approved 


| the seventh day of May, Anno Domini, 


one thousand eight hundred and eighty 





nine, extending its provisions so ag tg 
include insurants and enlarging the pen. 
alty for the violation thereof. 

“An analysis of the Act shows that its 
general purpose is to prevent any life jp. . 
surance company doing business in Penn. 
sylvania from making or permitting any 
distinction or discrimination in favor of 
individuals between insurants of the same 
class and equal expectation of life, op 
making any contract of insurance of 
agreement as to such contract other than 
as Plainly expressed in the policy, or of. 
fering certain inducements to prospective 
insurants. 
~ “To this end it is provided in detail, 
that it shall be unlawful for any insur. 
ance company doing business in Pennsyj- 
vania, : . 

“First. To make or permit any distinc. @ 
tion or discrimination in favor of indi- 
viduals between insurants of the same 
class and equal expectation of life in 

“(a) The amount or payment of pre- 
miums or rates charges for policies or 

‘“(b) The dividends or other benefits 
payable thereon; or 

‘““(c) Any other terms or conditions of 
the contracts it makes: 

“Second. To make any contract of in- 
surance or agreement as to such con- 
tract other than as plainly expressed in 
the policy: and 

“Third. To pay 
pay, or allow, as 
surance 

“(a) <Any rebate of premiums: or. 

“(b) Any special favor or advantage 
in the dividends or other benefits to ac- 
crue on policies: or 

“(c) Any valuable consideration or in- 
ducement whatever not specified in the 
policy contract of insurance. 

“Under the facts above set forth, the 
inquiry is confined to subdivision ‘ec’ of 
the third paragraph of the above analyse 
sis, and resolves itself into this proposi- 
tion: i 

“Is the extension of the stock options 
above mentioned, to persons solicited by 
the agents of the company to purchase in- 
surance therein, the offering to such 
persons of a valuable consideration or 
inducement to insurance not specified in 
the policy contract of insurance? 

“That the option agreement, securing 
to persons who may become policyholders 
in the company the right to purchase 
two shares of the capital stock of the 
company, at a stipulated price, for every 
$1,000 of insurance purchased, is 
specified in the policy, is found as a fac 
The only question remaining is, whether 
the proposition to give such options is 
a valuable consideration or inducement to 
insurance. It is a reasonable presumption 
that the options are offered to persons 
solicited to take out policies of insurance 
for the purpose of inducing such persons 
to take policies in this company rather 
than in some other company. 

“A valuable consideration means some- 
thing of actual value, capable, in the 
estimation of the law, of pecuniary 
measurement. 


or allow or offer to 
inducements to in- 


“The right to purchase the shares of , 


stock at a specified figure is something 
capable of pecuniary measurement, and 
offering such stock options would there- 
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fore seem to be the offering of a valuable 
consideration as an inducement to take 
out a policy of insurance in this particu- 
lar company, which valuable consideration 
or inducement is not specified in the 
policy itself. 

“The original Act of 1889, was held by 
our Supreme Court, in the case of Com- 
monwealth vs. Morningstar, 144 Pa., 103, 
to be constitutional. Its general purpose 
js commendable, and you are advised 
that the facts stated in your communi- 
eation seem to show a violation of the 
terms of the Act by the company in 
quesion with sufficient clearness to justify 
the institution of proceeding under the 
Act, to the end that a judicial determina- 
tion of the questions involved may be ob- 
tained. 

“Very truly yours, 
“N. HAMPTON TODD, 
““Attorney-General.”’ 


The above decision was the result of 
policies formerly issued by this company. 
The company advised us on December 
§th as follows: 

“In regard to the option in our policy, 
the ruling does not affect any of our 
policies, although before March, 1907, we 
did not include the stock option in the 
policies, but as soon as it was intimated 
to us that that was required we put the 
stock option in and it has been 
passed by all departments so there can 
be no further comment upon them.” 

On December 4th, the Attorney-General 
of Pennsylvania replied to a letter ad- 
dressed to him from the Insurance Com- 
missioner of that State, dated December 
3, in which he referred to the Phila- 
delphia Life and the Girard Mutual Life, 
another Pennsylvania company reported 
upon elsewhere in this issue. In this let- 
ter, the Attorney-General acknowledged 
receipt of sample policies of these two 
companies, and in reply to the Commis- 
sioner’s query ‘“‘whether the giving of 
the right to purchase shares of capital 
stock, as the privilege is expressed in 
these respective policies, is a violation of 
th Act of Assembly of May 7, 1889 (P. 
L. 116), as amended by the Act of As- 
sembly of July 2, 1895 (P. L. 430), he 
said: 

“In the opinion of this Department of 
November 20, 1907, construing this Act, 
you were advised that the right to so 
subscribe was a valuable consideration or 
inducement which must be specified in 
the policy contract of insurance, and 
the issuance of a policy not expressing 
this privilege clearly would be in viola- 

n of the above cited Acts of Assembly. 

“In the sample policy of the Philadel- 
phia Life Insurance Company the privi- 
lege is stated as follows: 


** ‘Stock Option. 

“*An option for the purchase of shares 
of the capital stock of the company at 
forty dollars per share (par value ten 
dollars) is extended to all persons who 
take insurance in the company, based 
upon the ratio of two shares to every 
One thousand dollars of insurance pur- 
chased, the conditions thereof being con- 
tained in the option forwarded with the 
Policy.’ 

“In the sample policy of the Girard 
Mutual Life Insurance Company of Phila- 





delphia the privilege is stated in the fol- 
lowing language: 
** ‘Stock Privilege. 

‘**The insured under this policy shall 
have the right to purchase 
shares of the capital stock of the com- 
pany, to be organized under the name 
of the Girard Life Insurance Company, 
which company is to take over this 
policy and assume all the obligations 
thereunder. This right to purchase the 
said stock shall be subject to the com- 
pany’s rules and regulations governing 
the sale of the same.’ 

“I think the language expressing the 
grant of this privilege in each of said 
contracts is a sufficient compliance with 
the law, and I therefore advise you that 
policies of life insurance, expressed sub- 
stantially in either form, will not violate 
the provisions of the Acts of Assembly 
above cited, and that the companies are 
clearly within their right under the law 
in issuing such policies. : 

“Very truly yours, 
“N. HAMPTON TODD, 
*‘Attorney-General.”’ 





PIONEER LIFE ASSOCIATION OF 
AMERICA, DAVENPORT, IA. 
The Auditor of the State of Iowa, 
recently advised us that at the request 
of the Insurance Department of Iowa, 
the Attorney-General some time ago 
made application for a receiver for the 
above association, and J. B. Phillips of 
Davenport, was appointed by the Dis- 
trict Court of Scott County on October 

7, 1907. 

During 1906, the income of this associa- 
tion was only $7,210.15, all paid by mem- 
bers. The total claims paid amounted to 
$1,667.83 and the total disbursements were 
$5,099.45. The total admitted assets 
were $2,665.00, with liabilities of $2,120.- 
26. Of the liabilities, those assumed by 
the reinsurance of the Bankers Pioneer 
Association in 1905, aggregated $1,773.- 
64. 

The Pioneer Association has been very 
short lived. It was authorized to com- 
mence business June 6, 1905. The Bank- 
ers Pioneer Association was incorporated 
Oct. 28, 1902. 





PROVIDENT ANNUITY LIFE ASSO- 
CIATION, BLOOMINGTON, ILL. 
This as an assessment association 
which was incorporated October 9, 1907, 
under the laws of Illinois, and com- 
menced business the same date. We 
are advised by the Insurance Department 
of Illinois, that its president is A. E. 
DeMange and secretary, B. F. Harber. 
The incorporators, all of whom _§re- 
side in Bloomington, Illinois, are Finney, 
John E.; Green, B. S.; Harber, B. F.; 

DeMange, A. E.: Noble, Robert A. 





PROVIDENT SAVINGS LIFE ASSUR- 
ANCE SOCIETY, NEW YORK. 

In our October and November issues 
we chronicled recent disturbances aris- 
ing from an effort to purchase control 
of this company. It has been under- 
going an examination on behalf of the 
New York and Colorado Insurance De- 
partments for some time past. We re- 
ferred to this matter and rehearsed the 


company’s history at some length in our 


| 


| 





October issue, page 221. 

On December 12, 1907, the Insurance 
Department of New York wrote us as 
follows regarding the company: 

“The department examiners are now 
engaged in making an examination of 
the affairs of the Society. Its officers 
were advised under date of the 2nd in- 
stant that, as our examination has dis- 
closed an impairment of its assets to an 
extent not yet determined, they must 
cease the solicitation and transaction of 
any new business from that date. As 
soon as the examiners’ report is com- 
pleted and in print a copy will be sent 
you.”’ 

Up to the date this report was writ- 
ten (December 27th), the full report of 
the examination had not been made pub- 
146, although, as stated above, the ex- 
amination was completed on December 
2nd. The company has not been placed 
in the hands of a receiver, but has 
simply ceased writing new business. 

It is understood that upon the value 
of its real estate, hinges the question of 
the company’s solvency. This real es- 
tate, at the company’s valuation, repre- 
sented 36 per cent. of the total assets on 
December 31, 1906. See our 1907 volume. 
page 317... Commenting upon its real 
estate, we said in our 1907 report: 

“The company, as stated above, was 
very severely scored by the Armstrong 
Committee for its manipulation of its 
books so as to make the real estate ap- 
pear at a greatly inflated value. Early 
in 1906 the company was examined by 
the New York Insurance Department, 
which appraised the real estate, and we 
understand that it is now carried at fig- 
ures fixed by that appraisal.’’ 

It would appear from this that the 
Department’s present opinion of the value 
of these assets differs from that formerly 
held. 

An interesting development was the is- 
suance of subpoenas by District Attorney 
Jerome, calling for the attendance at 
his office of the Philadelphians 
who had been carrying on negotiations 
looking toward the purchase of a ma- 
jority of the stock of the company. 
(See our November issue, page 19). The 
examination conducted by Assistant Dis- 
trict Attorney Kresel brought out many 
interesting facts concerning purchases 
of securities and other financial deals by. 
the company, both immediately before 
and immediately after the Philadelphians 
nominally secured control through their 
being elected directors of the company, 
on the strength of a single share of stock 
transferred to the name of each of them. 

The Philadelphia people have brought 
suit against Edward R. and Or- 
lando F. Thomas to recover $1,000,000 in 
notes and $100,000 in cash paid to the 
Thomases for the stock of the Provident 
Savings and $1,000,000 of bonds of the 
Western Ice Company, as set forth in our 
October and November issues; together 
with $50,000, which they claim they have 
disbursed for expenses, or have lost in 
other ways because the deal fell through. 
Of course, this action does not directly 
affect the condition of the Provident Sav- 
ings, but it indirectly has a very serious 
effect upon it. 

On December 26, 1907, Superintendent 
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Kelsey, of the New York Insurance De- 
partment, and Timothy L. Woodruff, rep. 
resenting the Provident Savings, held 4 
long conference regarding the _ report 
made to the Superintendent by his ex- 
aminers, particularly their valuations of 


the company’s real estate. No official 
statement regarding this matter has 
been made, however. 





RED CROSS PROTECTIVE SOCIETY, 
READING, PA. 

We have had a number of inquiries 
regarding this order, and therefore pre- 
sent below its statement as of June 30, 
1907, together with comments upon its 
plan and certificate forms. 

Financial Statement. 

Amount on hand, Dec. 31, 1906.. $2,555.00 
Amount collected secured as- 
sets and in hands of bonded 








RE ee ee ee 75,360.00 
OGG « cain cecdb6e tacks bcs ise Botuded $77,915.00 
Total Disbursements. 

Total disbursements to Dec. 

DRL=D thd dnedee bd C46 Hb BES EO $9,322.16 
Total disbursements from Dec. 

31 to June 30th: 

Agents’ commissions. .$1,674.00 

eeees DEM - ccceed¥eus 410.00 

Office expense ...... 192.00 

Salaries of managers... 1,200.00 

Traveling expenses... 604.00 

Printing cad cheese eecs 948.00 

DEED .csdéne core 84.74 

Furniturg and fixtures 578.97 

Gee MES -. cece conse 397.50 

Collectors bonds 16.20 

BOGE. cbcoessdvetes 92.00 

Charged to directors.. 66.00 6,263.41 
BOGS sencecadestdonsesecdecéece 7 


Balance of assets, June 30, 1907.. 
Amount of certificates written 


SD Tees Bay BOSS occ ck osscccece 323 
Amount of certificates written 

from Dec. 31 to June 30.... 2,454 
Amount of certificates in 

RD i cinds dc eeetessiebsee as 2,777 
Full amount for protection of 

certificate-holders .........+-. $62,329.43 
POP GRGER codec cvcstevoveccoces $22.50 
Insurance in force June _ 30, 

BOGE | -cdecckéc dec ctu deéwestecds $416,550.00 

This society was incorporated and 
commenced business January 19, 1905. It 
issues certificates ranging from $500 to 


$3,000 payable at death, and for loss of 
both limbs, both hands or both eyes, one- 
half of death benefit will be paid; for loss 
of one limb, one hand or one eye, one- 
fourth of death benefit will be paid. One- 
half the insurance is payable at from 
seventy to seventy-three or one-tenth of 
certificate is paid yearly as old age 
benefit. The old age benefit varies ac- 
cording to the age of the member when 
he joined the order. 

The society creates a reserve fund by 
retaining 15 per cent. of all monthly pay- 
ments after the certificate has been in 
force for one year. This fund is kept sepa- 
rate to provide for a fixed rate and for 
a definite number of assesments per 
year, and the payments of old age bene- 
fits. As the reserve fund increases in 
amount, the money is loaned to members 
of the society upon real estate security 
at the rate of 5 per cent. This should 
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not be confused with the legal reserve 
maintained by “old line’’ companies. 

The society admits both men _ and 
women between the ages of sixteen and 
sixty. Upon joining, the member pays 
from $2.00 to $10.00; the monthly pay- 
ment ranges from $1.00 to $8.00 accord- 
ing to the amount of insurance taken. 
Quarterly dues of 50 cents are also pay- 
able. The rates charged by the society 
are far below the adequate rate, and one 
of the inducements held out to members 
is that the cost is less than one-third 
that of old line insurance. 

We received from the society a copy 
of its regular Life Insurance Certificate 
and also a copy of its Comfound Divi- 
dend Certificate. The Life Insurance Cer- 
tificate provides for the payment of a 
sum ‘“‘not exceeding $........ *” upon death 
of the insured. It also provides for disa- 
bility indemnity and old age indemnity 
which was spoken of above. It is is- 
sued in consideration of the representa- 
tions, declarations and warranties made 
in the application, and the member must 
abide by the provisions of the consti- 
tution, general laws, rules and regula- 
tions of the society now in force or which 
may at any time be legally adopted, all 
of which are made a part of the con- 
tract. 

The Compound Dividend Certificate 
provides at the end of five years from 
its date as follows: ‘“‘The said society 
promises to pay within ninety days there- 
after to such member, a sum not ex- 
ceeding $500 from the benefit fund, as a 
Compound Cash Dividend as _ provided 
by the Laws and Regulations of said So- 
ciety.”’ In event of death, the amount 
payable on this certificate is $600. In 
event of total disability due to sickness 
or accident, a member will receive a 
loan from the benefit fund at the rate of 
$30 per week, according to the time 
such certificate has been in force. “No 
loan shall be made, however, except the 
application therefor be approved by the 
Supreme Secretary and the Supreme 
Medical Examiner of said society.’’ 

The certificate is issued upon the ex- 
press conditions that the member, bene- 
ficiary or representative shall in every 
particular comply with all laws, rules and 
requirements of the society. 

The society has not advised us definite- 
ly, but from the reading matter which it 
sent us, we conclude that a medical ex- 
amination is required on the regular life 
certificate, but none is required on the 
Compound Dividend Certificate. 

Attached to the latter form of certifi- 
cate are the laws governing the society 
which are commented on below. 


Laws Governing the Society. 


We mention here some of the more im- 
portant laws and state whether or not 
we consider them favorable. 

The payment of the $600 in event of 
death “shall be computed at the rate of 
Ten Dollars per month for each complete 
month of membership during the Five 
Year Period, but from this amount there 
shall be deducted all previous loans... 
with simple interest at 6 per cent. per 
annum from the date of each loan.” It 
is further provided that a death benefit 








December 31, 1907, 


ly payment by all the members will 
realize.”’ 
Restrict ons. 


There are numerous restrictions placed 
upon occupations and in event of death 
while engaged in such occupations, the 
society will pay as a death benefit only 
the total amount of payments made 
“during the present period.”’ 

Members may increase or decrease the 
number of certificates held at any time, 
The death benefit shall not exceed $1,209, 

The disability loans of $30 per week 
on this certificate are payable for a pe- 
riod ranging from one week to six weeks 
according to the time which certificate 
has been in force, namely, from one 
month to eleven months. After eleven 
months the loan is computed according 
to this table for not to exceed six weeks 
per year for each additional year. 

“No loans will be allowed for any 
disability contracted previous to thirty 
days after the date of the certificate, 
except at the discretion of the Supreme 
Medical Examiner and Supreme Secre- 
tary. In no case shall a member be 
granted a loan for less than a week's 
total disability, or for any fraction of a 
week. 

“No loans will be allowed a member if 
disability was caused by his own acts, 
or by intemperance or immoral conduct, 

“No loans will be allowed unless the 
attending physician shall have seen the 
disabled member at least twice each 
week, nor for any period of disability 
prior to the first or longer than the last 
visit to or by the attending physician.” 

Applications for loans must be made 
within thirty days after date of re- 
covery. 

There are many cases where disability 
loans will not be allowed, which takes 
away much of the desirability of this 
feature. For instance, in the case of 
“la grippe’’ or influenza no loan shall 
be allowed for more than one week, and 
in case of numerous other ailments, no 
loans will be granted at all. It seems 
odd that the society is so strict in the 
granting of these loans when from the 
death benefits payable, all previous loans 
with interest at 6 per cent. are deducted, 
and it seems still more strange that so 
many restrictions should be placed on 
these loans when fhe society makes such 
a point of this feature. 

We call attention to the following law, 
which is really a protection to the so- 
ciety inasmuch as it refers to the de- 
duction of any previous loans from divi- 


dend payment as well as from death 
benefit, namely, “Members shall have 
charged against their certificates the 


amount of loans, together with simple 
interest at six per cent. per annum from 
the date of the loan until the date of 
maturing for that period, or in case of 
death, to the date of death, which shall 
be deducted from the dividend or death 
benefit.”’ 
Rates. 


This society charges rates which are 
wholly inadequate for the form of insur- 
ance offered by it, and we present here 
a table showing these rates, together 
with benefits and dividend payment of- 


“shall not exceed the amount one month- | fered. 








els 





aaa eee ~* ~ # 




















December 31, 1907. 
Maximum Estim’'d 
Cost Pay- Payment 
per Weekly mentat atend | 
Class. Month. Benefits. Death. of 5 yrs. 
No. 1 $1.00 $7.50 $150.00 $125.00 
No. 2 2.00 15.00 300.00 250.00 
No. 3 3.00 22.50 450.00 375.00 
No. 4 4.00 30.00 600.00 500.00 
No. 8 S.00 30.00 1,200.00 1,000.00 
The society in one of its circulars 


makes the following statement: 


You Do Not Have to Die to Win. 

“The demand of the people at this 
time is a form of insurance which benefits 
its members during their life-time, at the 
same time moderately providing for their 
families in case of death. This demand 
THE RED CROSS meets perfectly by 
its cash dividend at the end of the five 
year period. Life insurance companies 
pay large death claims and small divi- 
dends, if any. THE RED CROSS re- 
verses this rule by paying moderate 
death benefits and large dividends.”’ 

After a careful reading of the litera- 
ture of the concern and examination of 
its certificates, we have come to the con- 
clusion that it is patterned after the 
National Protective Legion of Waverly, 
N. Y., (see our 1907. volume, pages 453-5), 
so that further comments on the fallacy 
of its plan are unnecessary. 





UNITED COMMERCIAL TRAVELERS 
OF AMERICA, COLUMBUS, OHIO. 


We have recently received a letter from 
the Supreme Secretary of this order in 
which he calls our attention to several 
misstatements made by us in our report 
upon the company, which was included 
in our 1907 life volume. In justice to 
ourselves we desire to say that the order 
ignored our repeated requests for neces- 
sary data to permit a complete and intelli- 
gent report, and, therefore, we feel that 
we are not wholly to blame in the mat- 
ter. However, we desire to correct at all 
times any misstatements, and if we are 
in error we are frank to admit the same. 

The main point raised by the Supreme 
Secretary was that the United Com- 
mercial travelers is a distinctive order, 
being the only fraternal organization ex- 
tant with the accident indemnity fea- 
ture, so far as he knows, and on account 
of the questions called for by the blanks 
furnished by the Insurance Departments, 
the society was not enabled to exhibit the 
real character of its organization. By 
way of explanation, we will state that 
the blanks are compiled for fraternal 
orders carrying life insurance features. 
This is a secret fraternal order, with an 
accident indemnity feature, and its con- 
tracts provide for an indemnity payment 
of $25 per week, for a period not exceed- 
ing fifty-two weeks, for loss of time re- 
sulting from totally disabling accidental 
injuries; and in event of the member's 
death by accidental means, the bene- 
ficiary receives $6,300, $5,000 of which is 
paid in a lump sum within ninety days 
after receipt of satisfactory proof of 
death. The remaining $1,300 is disbursed 
to the beneficiary in weekly instalments of 
$25 each, covering .a period of fifty-two 
weeks; thus giving the beneficiary a stated 
income covering a period of one year, 
Over and above the principal sum of 
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$5,000. This the order claims is a com- 
mendable feature, and we so consider it. 

The letter explains very clearly the 
manner in which the reserve fund is ac- 
cumulated. Our comments thereon in our 
1907 volume are substantially correct, 
but the society adds: 

“Since the fund was created, it has 
never been encroached upon in any way, 
but is steadily growing, 


provisions of the constitution may grow | 
until such time as we have in this fund 


$10 to the credit of each member in good 
standing.”’ 
In controversion of our statement that 


and under the | 





vious requests for information led us 


into the errors corrected above. 





WESTERN LIFE INDEMNITY COM- 
PANY, CHICAGO, ILL. 


This association is making a _ strong 


effort to change the old assessment poli- 
cies still in force to the level premium 


} 
j 


basis. Much of the business on its books 
was obtained by reinsuring or absorb- 


'ing a number of other assessment institu- 


| 


the order's reserve fund would be wiped | 


out if 
liability, the order said, in effect, that, 
on account of not being a life insurance 
organization, it does not and can not 
base any liabilities upon a mortality 
table. In this we agree. The statement 
was based upon the assumption that the 
order was writing life insurance, which 
was indicated by its statements to the 
insurance authorities. 

In explanation of the ways in which 
its different funds are maintained, it ad- 
vised us as follows: 

“Each fund is bound to take care of 
itself under the provision of our Consti- 
tution, which provides that 10 per cent. 
of each Indemnity Assessment collected 
from our members shall be placed to the 
credit of the Indemnity Reserve fund... 
Not more than 90 per cent. and not less 
than 65 per cent. shall be placed to the 
credit of the Indemnity Fund, which is 
to be used for the payment of indemnity 
and death claims, which liabilities exist 
only as the result of accident, and not 
more than 25 per cent. shall be placed 
to the credit of the General Expense 
Fund, when such General Expense Fund 
shall be reduced to an amount not in ex- 
cess of 25 cents per member in good 
standing at the time the assessment is 
collected. 

“Other sources of revenue for the Gen- 
eral Expense Fund are application fees 
from new members, per capita tax, sup- 
plies, etc., all of which are specifically 
set forth in the Constitution.”’ 

The society claims that the Widows’ 
and Orphans’ Fund is maintained solely 
by receipts of $2.00 from each applica- 
tion received at the home office, and 
when the Fund is reduced to a certain 
minimum amount by reason of disburse- 
ments to beneficiaries, provision is made 
for replenishing same by levying an as- 
sessment of $1.00 on each member in 
good standing; therefore, that the Fund 
is taken care of absolutely. independent 
of all other Funds. 

Referring to our statement that the 
mortality rate of the order is steadily in- 
creasing, the order replies: 

“On the basis on which we are work- 
ing, we cannot see that such a condition 
is possible, and our experience since the 
organization of the order in 1888 has 
failed to show that the mortality rate, 
based as it is on the accident feature 
only, is any greater in proportion to our 
membership to-day than it was when 
we were organized.”’ 

We are glad to present to our readers 
the true facts of the case; and regret 


that its failure to respond to our pre- | 


it charged against it a reserve | 





tions prior to the time that the present 
management took charge of the asso- 
ciation, and as a consequence, the prob- 
lem of rehabilitating it is serious and 
complicated. The new management ap- 
pears to be making an earnest attempt to 
straighten out the somewhat tangled 
affairs of the association. It has ans- 
wered all our _ inquiries frankly and 
promptly, its replies indicating a sincere 
belief on the part of the management in 
the fairness as well as the wisdom of the 
proposals made by it to holders of as- 
sessment policies looking toward their 
transfer to the level premium class. We 
are compelled, however, to seriously dis- 
agree with the methods followed in at 
least one instance which recently came 
to our attention, and which we believe is 
typical of many others. The facts, brief- 
ly, are these: 

A policyholder seventy-four years of 
age, completely disabled, and whose 
death is likely to occur at any time, holds 
a $5,000 policy taken out many years 
ago. The assessments on this policy 
have steadily increased until recently he 
has been paying about $450 per annum. 
The company offered to give him a new 
policy for $5,000, charging a premium 
based on his attained age, but in addi- 
tion, it endeavored to charge a lien of 
about 50 per cent. of the face of the 
policy against it, this lien to be reduced 
each year as premiums are paid. It is 
at once apparent, as we pointed out to 
the company, that if a lien, representing 
the reserve which would have been ac- 
cumulated under the policy had it been 
issued by a legal reserve company, is 
charged against it now, then the insur- 
ance should be continued at what would 
have been an adequate rate for the in- 
sured at age of entry. If it is desired 
to treat the new policy as new insurance, 
then it is quite proper to charge for such 
new insurance, a rate based upon the at- 
tained age of the insured with some ale- 
lowance for the adverse selection which 
cannot be avoided in the case of a com- 
pany with such a history as this one; 
but to charge both the lien and the rate 
at attained age, seems to us entirely in- 
defensible. 

It appears further, upon a close analy- 
sis of the assessment policy, that the 
company has not authority for charging 
any lien against it, which it has attempted 
to do. In this instance, therefore, we felt 
compelled to recommend that the policy- 
holder retain his assessment policy, pay- 
ing such assessments as might be levied; 
his beneficiary to demand payment for the 
face of the policy when the insured dies. 
The matter is sufficiently interesting for 
us to present the correspondence, dealing 
with the details of the proposed transfer, 
in full. 
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Our First Letter to the Company. 
*“‘November 20, 1907. 
“GEORGE M. MOULTON, ESQ.., 
“Pres. Western Life Indemnity Co., 
“Chicago, Ill. 
“Dear Sir: 

“We have had submitted to us several 
documents relating to a proposal by your 
company to change the old assessment 
contract held by one of your members 
to the reserve basis, such reserve being 
based on the National Fraternal Con- 
gress tables. It appears to us from these 


documents that the proposition is not a | 
have gone just as far as prudence will 
sured to pay an astonishingly high rate) 
in addition | 
heavy lien against his | 


fair one, for you not only ask the in- 


for his attained age, but 
charge a very 
policy, so that practically you are charg- 
ing an unheard of 
indemnity granted. 
misunderstand the situation, but write 
to ask that you furnish us with copies 
of the application for new form which 
you request members to sign when 
changing from the assessment plan, to- 
gether with any explanation of your rea- 
sons for adopting the plan now in use, 
which will, in your opinion, correctly ex- 
plain the company’s position.”’ 
The Company’s Reply. 
‘“‘November 22, 
“ALFRED M. BEST CoO., 
“100 William Street, 
“New York, N. Y. 
“Gentlemen: 

“Receipt is acknowledged of your favor 
of November 20th. I am always more 
than willing to respond to your re- 
quest for any information regarding the 
plans and methods of this company as 
you have always been very fair and 
shown a kindly, as well as helpful spirit 
in my efforts to rehabilitate the company 
and place its business upon a_ sound, 
safe, substantial and permanent basis. 

“I do not quite understand your com- 
ment that our rates are ‘astonishingly 
high.” If you will refer to the table 
of rates in our folder descriptive of our 
Whole Life Non-Participating Policy, of 
which a miniature specimen (half size) 
is also enclosed, you will note a parallel 
column showing the comparative old line 
life rates, which latter, as a matter of 
fact, are the rates of the Mutual Life 
of New York. It is true that the com- 
parison is somewhat misleading for the 
reason that the Mutual Life rates are 
for their ordinary life policy, on which 
dividends are presumed to be paid an- 
nually. The rates for our policy are 
from 3 per cent. to 5 per cent. below the 
established non-participating rates of 
the leading old line companies and we 
claim that our Whole Life Policy is an 
equivalent of the best non-participating 
policy that is issued by any company. 

“A careful reading of the enclosed 
printed matter, which I have numbered 
consecutively in the order in which it 
was issued, will undoubtedly fully en- 
lighten you, not only as regards the ne- 
cessity for establishing such a lien where 
no medical examination is required, but 
also its thorough equity. You being 


1907, 


versed in the taeory as well as the prac- 
tice of life insurance will readily see 
this, although we find it difficult to make 
some of our policyholders comprehend 





‘ate for the actual | 
It may be that we | 





the conditions and requirements for 
changing their insurance to the level 
premium reserve basis from the natural 
premium plan, rates increasing with age, 
with no allowance for reserve and as- 
sessments only called to meet the ac- 
tual cost involving only mortality and 
expense elements. 

“T also enclose the form of application 
used for exchange of policies. Condi- 
ticns 2, 3 and 4 of the application involve 
the only objectionable features, but I 
am certain that you with your expert 
knowledge will agree with me that we 


permit where no medical examination is 
made to prove the sound health at the 
present time of the insured in permitting 
the initial lien, which represents the re- 
serve value of the old policy, to be ex- 
tinguished by annual credit equal to the 
difference in rates between that for the 
age of entry and the attained age of the 
insured. As a matter of practical opera- 
tion the lien will be invariably entirely 
extinguished from one to five years be- 
fore the insured reaches his expectancy 
of life, so that if he proves the good 
risk which is desirable from a physical 
standpoint, neither he nor his benefici- 
aries will suffer any loss. If, on the con- 
trary, he should prove to be a bad risk 
the company is justly entitled to the com- 
pensation afforded by the lien, because 
under his own policy he had paid noth- 
ing towards a reserve for the protection 
of his policy. 

“TI think you will agree with me in the 
proposition that whether the insured pays 
a step rate premium increasing with age 
as death becomes more imminent or 
whether he pays a level premium, the 
result is the same in the end so far as 
the cost to the insured is concerned un- 
less death should occur prematurely, that 
is, before the expectancy of life matures. 
I maintain that a premature death is 
the only sure way in which to get the 
best of any insurance company, but it is 
a way which, to say the least, is not 
popular. 

“It is true and must he conceded that 
our company gains a slight advantage 
in maintaining the attained age rate until 
the policy matures by death even after 
the lien has been extinguished, but our 
Actuary advises us that even this ad- 
vantage will hardly compensate the com- 
pany for the general substandard condi- 
tion of impairment of health among our 
members, and I am compelled to agree 
with him to the extent that if we stood 
still and did not increase our present 
membership we should ultimately fail 
in fulfilling our policy oblizntions, even 
with this advantage in our favor, but 
we are convinced that in practice we 
shall be able to do this throwsh the ae- 
cession of new members who are sound 
physical risks. My expectations in this 
regard are being happily realized, as 
we are now writing new business at the 
rate of $1,500,000 per annum, all of which 
is on the level premium reserve p'an. 

“In proof of our fairness to our present 
membership we offer to them regardiess 
of age that if they pass a satisfactory 
medical examination, showing the:a to 
be in sound health at the present tine, 
we will issue to them the Whole Lie 








Reserve Policy in exchange for their 
present assessment policy in even amount 
with no deduction or impairment of any 
kind. You will see, therefore, that our 
sole effort is to protect the company 
against the impairment of health among 
our members in individual cases. The 
plan is entirely of my own conception, 
and I honestly believe embodies the ut- 
most concession that we can make t9 
our members in placing their policies up- 
on the level premium _ reserve basis, 
Our Actuary, Mr. J. H. Nitchie of Chi- 
cago, is probably known to you as a safe 
and reliable adviser, and as I have said 
before, viewing the conditions purely in 
the abstract and looking solely to the 
ability of the company to adequately 
mature its obligations, he was quite 
reluctant to concede that the practical 
results would be as contemplated, name- 
ly, sound value and prompt payment for 
each and every policy of our company. 

‘“T have written reams of correspond- 
ence in regard to this change of policies 
and I am pleased to note that the ex- 
change of policies has been effected by a 
large number of our members. All such 
have the satisfaction of knowing just 
how much their policies are worth at all 
times and just how much they are 
going to cost them, no matter how long 
they continue their policies in force or 
how long they may survive. Those who 
have not exchanged their policies are 
still subject to the increasing rates and 
the uncertain number of assesments that 
may be called in the future, dependent 
entirely upon the mortality experience of 
the company, which no man can foretell 
or control after the risk has once been 
accepted. 

“T will esteem it a personal favor if 
you will take the necessary time to read 
carefully, not only my statements here- 
in contained, but also the printed mat- 
ter and advise me of your conclusion. 

“The very last idea we have in mind 
is to drive out our members by any ex- 
cessive charge on their policies. That 
would be the utmost folly and simply 
means the extermination of the company 
in a short time. My sole purpose now is 
to furnish life insurance protection to 
our members of stable character and 
sound value at a reasonable and un- 
changeable’c?st, sufficiently low to be at- 
tractive and less than the rates of old 
line companies, yet sufficiently high to 


enable us to promptly and fully meet its. 


obligations as they mature. I am con- 
fident that our present methods will ac- 
complish this, and all that we need now 
is the co-operation of the insuring pub- 
lic. If our agents can convince them that 
our policy contract is as good as any and 
superior to many, as we maintain, and 
that no company can safely give a larger 
equivalent for the premium payments 
than we do, the story will be told and 
its title will be ‘Success.’ 
“Faithfully yours, 
“GEO. M. MOULTON, 
‘**President.” 
Our Second Letter. 
“December 5, 1907. 

“GEORGE M. MOULTON, ESQ., 

“President Western Life Indemnity Co., 

“Chicago, Ill. 

“Dear Sir: 


December 31, 1907, 
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“Your favor of November 22nd came 
duly to hand with enclosures as stated, 
and has received our very careful atten- 
tion. We are glad that you appreciate 
our desire to be perfectly fair in our re- 
ports upon your company, and we thank 
you for your very frank letter. It seems 
to us, however, that your proposition 
is not, under all the circumstances, a 
fair one to the policyholder, although we 
fully appreciate the difficulties under 
which you labor in your attempt to place 
your company upon an absolutely sound 
basis. 

“It is, of course, apparent that in 
order to change one of the old assess- 
ment or step rate policies to the legal 
reserve basis, it is necessary for you to 
charge against the policy a lien repre- 
senting the reserve which would have 
been accumulated under the policy had 
it been issued at legal reserve rates by 
a legal reserve company: or else that the 
new policy should be issued at a premium 
based upon the attained age of the in- 
sured without any lien being charged 
against the policy. We cannot see, how- 
ever, how you can justify charging the 
lien and at the same time insisting upon 
the payment of premiums at attained age, 
even though, as is undoubtedly true in 
the case under discussion the health of 
the member is impaired. We will grant 
that some increase in the rate charged 
is permissible to cover the excessive 
mortality which you may expect, due to 
the rewriting of the old members without 
medical re-examination, but we cannot 
believe that so heavy a discrimination in 
favor of the company as you propose is 
equitable. Practically you are charging 
at least twice the rate for healthy lives. 

“We find on looking into the matter 
more closely that the rate which you 
purpose charging on the new policy if 
issued, namely, $670.70 or $134.14 per 
$1,000 annually, is about correct for a 
Whole Life rate at age 74, but if your 
proposal is accepted and the new policy 
issued, the outlay of the insured, and 
the amount payable to his beneficiary in 
each of the next seven years would be 
as follows: 


Total Amount of Net 
Premiums of Insur. Return to 
Paid. Payable. Estate. 
Ist Yr. ' $670.70 $2,605.36 $1,934.66 
2nd Yr. 1,341.40 2,966.02 1,624.62 
srd Yr. 2,012.10 3,341.11 1,329.01 
4th Yr. 2,682.80 3,731.20 1,048.40 
Yr. 3,353.50 4,136.90 783.40 
Yr. 4,024.20 4,558.83 534.52 
7th Yr. 4,694.90 5,000.00 305.10 


“This leaves out the interest element 
which, of course, on so large a premiura 
Would be a considerable sum. Yet we 
Would feel that we could say to your 
policyholder that the propositio:a was 
fair to him, were it not for the fact 
that besides charging this necess«riiy 
high premium,¢you in addition charged 
in the earlier years of the new policy 
Such a very large lien. As stated above. 
it seems to us that this charge is much 
more than you are entitled to an 
Offset for the adverse selection. 

“Furthermore, a careful examination 
of the policy itself does not bear out your 


us 








contention that you are justified in charg- 
ing any lien at this time against the old 
assessment policy. The latter is a prom- 
ise to pay to the beneficiary $5,000 ‘less the 
said member's just proportion of losses 
incurred by the company at the time of 
the death of said member for the pay- 
ment of which he has not contributed.’ 
This clause read in connection with the 
constitution printed on the back of the 
policy shows very clearly its intent. Un- 
der the .constitution assessments were 
levied after death losses were incurred, 
and it is very clear that the clause 
quoted above refers only to the de- 
ceased member’s share of the assess- 
ment levied to pay the then pending death 
claims. Furthermore, the constitution 
provides that at least 75 per cent. of all 
the assessments must be used for mortu- 
ary purposes, and that a contingent fund 
may be accumulated out of the balance 
of the assessments left over after pay- 
ing death claims; that out of this con- 
tingent fund the expenses of the institu- 
tion were to be paid (apparently not ex- 
ceeding 25 per cent. of the gross assess- 
ments collected) that death claims might 
be paid temporarily from the contingent 
fund, but that these payments would have 
to be made up later. In considering, in 
view of these provisions, your claim that 
vou have the right to charge a heavy 
lien against the existing policy, repre- 
senting this policyholders proportion of 
contingent fund money used to pay death 
claims, we cannot lose sight of the fact 
that this contingent fund must have been 
created out of the assessments them- 
selves, that it is doubtful whether the 
expenses of the institution were Kept 
much, if any, below 25 per cent. of the 
gross assessments collected, and that 
consequently the money withdrawn from 
the contingent fnnd, if any, must have 
been simply a balance of assessments for 
mortuary purposes. To attempt, there- 
fore, to charge against this policyholder 
a very large sum on the theory that it 
represents his share of these monies 
which must be returned to the contingent 
fund, it seems to us indefensible. 
“Further, we note that the policy is 


issued ‘in consideration of ..............- 
the payment of all dues and assessments 
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This policyholder appears to have fully 
complied with this condition, paying all 
assessments for which proper notice has 
been sent. If the management of the 
company has failed in its duty to col- 
lect sufficient money to pay the death 
claims (which we doubt, for otherwise 
they could not have been paid at all) it 
is not proper to penalize the member at 
this late date for the dereliction of the 
directors. 

“We are: reluctantly compelled to con- 
clude, therefore, that you have no right 
to make this charge against the existing 
policy and that if the insured likes to 
continue it on the present assessment 
plan, that when death occurs the bene- 
ficiary can recover from your company 
the face of the policy, provided all law- 
ful assessments thereunder have been 
paid to the time of the member’s decease. 
This leaves out entirely any consideration 
of the clause in the policy reading as 
follows: ‘The company will guarantee to 











limit the cost of this insurance according 
to Article IV, Section 4, of the constitu- 
tion, if the amount of twenty assess- 
ments and the annual due is paid in ad- 
vance as therein provided.” We are not 
at all certain that the insured has not the 
right under this clause to pay you in 
advance as an annual premium on this 
policy, twenty assessments at the proper 
rate for his present age, based upon the 
rate printed on the back of his policy 
for ages 66 to 70 ($2.55) ‘according to the 
American Experience Table of Mortality, 
proportioned to the above rate for 66 to 
70 years of age.” This is quoted from 
Article IV. This would absolutely fix 
the amount which he can be compelled 
to pay, and it would ke a very much 
smaller sum than he has been paying 
for some years past. 

“Of course, the question tefore us is 
simply whether this particular’ policy- 
holder should surrender his policy and 
take the level premium policy which you 
offer. We cannot see our way clear 
to recommend him to do so, whatever 
our advice might be in a different case.’’ 

Further Comments by the Company. 

Under date of December 20, 1907, the 
company replied to our letter claiming 
that our construction of the clause, by 
virtue of which liens have been charged 
against the old assessment policies with- 
out notice to the insured, is due to a 
misunderstanding. The company says: 
“As a matter of fact, since the company 
was organized we have ‘paid out for 
death losses (or disability claims) nearly 
85 per cent. of the amounts received 
from assessments, notwithstanding the 
contract provides that only 75 per cent. of 
the amounts collected on assessments 
is required to be placed in the death 
fund for the payment of death losses.”’ 
We cannot agree with the company, 
however, on this point, and believe that 
our construction is the correct one. 

Continuing its reply to our letter, the 
company makes the following statements: 

“There is nothing in this condition to 
cause any alarm or apprehension regard- 
ing the sound value of the insurance 
protection afforded by the policy ex- 
cept that the policy is not at the pres- 
ent time good for its face value in the 
event of its maturing as a death claim 
simply for the reason that the holder 
has not been called upon to pay the 
full cost of carrying that amount of pro- 
tection. In other words, when the mem- 
ber’s just proportion of losses incurred 
by the company at the time of the death 
of said member for the payment of which 
he has not contributed is deducted his 
estate receives a full equivalent for all 
the payments he has meade on the policy 
during his life time. It is certainly not a 
satisfactory form of policy on account of 
this uncertainty as to the amount of 
protection it affords. This is one of the 
reasons why we have changed our plan 
of operation to the level premium re- 
serve basis. 

‘‘Noting your reference to the limita- 
tion of cost under Section 4, Article IV, 
of our by-laws to twenty assessments and 
the annual due if paid in advance your 
attention is invited to the second pro- 
viso contained in the same section, to 
which reference is made,which recites that 
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when the surplus fund of the company 
above all liabilities shall be less than 
$20 for each $1,000 of insurance in force 
or less than $250,000, then the operation 
of the foregoing proviso placing a limi- 
tation on the number of assessments 
that can be made shall be suspended. 
The conditions referred to in the second 
proviso now exist and have for some 
time so that at the regular meeting of 
our Board of Directors in October a 
resolution was adopted reciting the facts 
and formally suspending the action of 
the first proviso contained in Section 4, 
Article IV, of our by-laws. In all cases 
heretofore where our members have 
availed themselves of this provision for 
a limited number of assessments we 
have required the surrender of the or- 
iginal policy issued substituting in lieu 
thereof a special form which provided for 
the limited number of assessments to be 
pain. 

“Before our plan for exchange of poli- 
cies was put into operation it was sub- 
mitted to the Insurance Department of 
Illinois and while the Insurance Superin- 


Name of Company. 
Abraham Lincoln Mutual Life, Phila., Pa 


Colonial Life Association, Boston, Mass 
Colorado National Life, Denver, Colo 
Connecticut Mutual Life, Hartford, Conn 
Conservative Life, Wheeling, W. Va 


Conservative Mutual Life Insurance Company 


of America, Portland, Ore 
Empire Life, Atlanta, Ga 


Equitable Life Assurance Society, New York.. November 


Fellowship of Solidarity, New York 
Fidelity Mutual Life, Philadelphia, Pa 


First Nationa) Life Assurance Society, 
Walla, Wash 


+ 
Fraternal Union of America, Denver, Colo. 


Girard Mutual Life, Philadelphia, Pa 
Grand Fraternity, Philadelphia, Pa 
Great Western Life, Kansas City, 


Knights of Pythias, 
Lodge, Chicago, II 

Mississippi Valley Life, St. Louis, Mo 

Mutual Benefit Life, Newark, N. 

Mutual Reserve Life, New York 

National Protective Legion, Waverly, N. 


(Ins. Dept.), 


Penn Mutual Life, Philadelphia, Pa 


Peoples Mutual Life Association and League, 


Pioneer Life Ass’n of Amer., Davenport, Ia.. 
Provident Annuity Life Ass'n, Bloomington, Ill. December 
Provident Savings Life Assurance Society of 


New York, New 


Puritan Life, Providence, 
Red Cross Protective Society, 





All Companies and Associations reported upon 
of the current volume of BEST’S LIFE INSURANCE 
NEWS, beginning with that of November, 1907. 


Walla 


....November 


ib coneans November 
Guarantee Fund Life Ass'n, Tacoma, Wash. 


Supreme 


y... December 
N. Y. Safety Reserve Fund, Syracuse, N. Y.. 
Northern Assur. Co. of Mich., Detroit, Mich. 


i tba badadeanes 
Reading, Pa.. 
Royal Arcanum, (Sup. Council), Boston, Mass.. 


.... November 
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Actuary would not favor 
of the plan 


tendent or 
with a written approval 


us . 


we had ample assurance that our plan. 


official favor. 
Nitchie, could 


received with 
Actuary, Mr. 


was 
own 


Our | 
not be. 


induced to give his unqualified approval | 
of the plan as being one in which its. 


operation would produce sufficient rev- 
enue to fully mature all our outstanding 


insured can prove himself to be in 
health. If he is not, then it is , 
fair that the company be allowed ae 
pensation for his admittedly img, 
state of health by reasonable lien 
the policy, gradually being reduced 
insured shows by 
life that no impairment of value 


exist against his policy. 
| 


contracts, basing his judgment on actu- | 


arial computations and 
Feeling, however, that we have 
the extreme limit that our 
would stand in th way of impairment of 


comparisons. | 
gone to. 
policyholders | 


the value of their present policies we | 
concluded to put the plan in operation, | 
relying confidentially upon the successful | 


practical results we would accomplish, 
even though theoretically we had not 
zone quite far enough 


| 
| pose 


in the way of | 


providing for our mortuary liabilities in | 


the future. In a nutshell, 
ing to give to our members 
worth one hundred cents on the dollar at 
the standard rates which 
percentage below the 


rats of old line companies, provided the | other matter. 
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we are will- | 
insurance | 


are a small | 
non-participating | 


in this and all issues 


Name of Company. 
United Commercial 


| Western Life Indemnity, Chicago, Il 
Woodmen of the World, 
cific Jurisdiction, Denver, 


“We are now doing a good steady. I 
business and the bulk of” 


of new 
members are coming over to the 
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a continuance of” 


plan so that I feel great confidence j 
garding the future of our company,” 


annual report this 
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one, if the company is in a position 
carry out its contracts. Of cou 
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HAVE YOU SEEN THE 


LIFE ASSURANCE PRIMES 


SECOND EDITION 


Revised and enlarged 


By HENRY MOIR, F.F.A., F.1.A. 


Member of the Actuarial Societ 
Actuary of the Provident Savings Li 


An Elementary Text-Book dealing with the pe 
tice and mathematics of Life Assurance. It 
been adopted as a text-book in a number of sche 
and universities in the United States and 


of America 
¢ Assurance Society 


en have found it to be ex 


they needed to aid them to a better underst 
of the fundamental | | 
An entire new chapter has been added, dealing’ 
State Supervision and Annual Statements, and 3 
ous changes and additions 
the work up to date; also, many points have 1 
elucidated at greater length than in the first ¢ 
with the result that 32 pages in all have bees! a 
in the new edition. 
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C. C. HINE’S SONS CO., 100 William Street, 
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